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Investors— 


SAVE TIME AND MONEY 
by using 


THE HANDY RECORD BOOK 


for Investors and Traders 


ONLY $1 enables you to keep your 
financial facts up to date this easy, mod 
ern way. THE HANDY RECORD 
BOOK saves you time and money by 
showing at a glance your holdings ani 
their cost, transfer taxes paid, net long 
and short-term gains and losses . .. in 
valuable for income tax purposes. 
Send $1 for your copy today 


HANDY RECORD BOOK CO. 
656 Broadway, New York 12, N. Y. 
(Or at Leading Stationers) 














IDLE CASH 
5 % or funds from 


Called Bonds 
YIELD Can be used to buy 


$5,000 vx. of Bonds 


for about $4,500 
Legal for Savings Banks or Trust Funds 
Annual Income $230 
WRITE FOR INFORMATION 
Security Adjustment Corp. 
ESTABLISHED 1935 
Member New York Security Dealers Ass'n 


16 Court St., Bklyn. 2, New York. TR. 5-5054 























COLUMBIA 
PICTURES 


The Board of Directors has this day de- 
clared a regular quarterly dividend of 
$1.06%4 per share on the $4.25 Cumulative 
Preferred Stock of this corporation, pay- 
able May 15, 1946. to stockholders of 
record at the close of business May 1, 1946. 
Checks will be mailed. 
A. SCHNEIDER, 

Vice-Pres. and Treas 

New York, April 9, 1946 
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WHAT 
INVESTMENT 
POLICY NOW? 


Would you like to check your 
investment strategy with that 
of Babson’s? If so, clip this 
advertisement, send it to us 
with a list of 7 securities you 
own. We'll tell you whether 
our strategy is to Hold or 
Switch. No cost or obliga- 
tion. Write Dept. y3gA, 


BABSON’S REPORTS 


Wellesley Hills 82, Mass. 
AADAAAYS) 


61 





SAL 
Penn 
anni 
tions 
As 


railr 




















tons 
gers, 
And 


Photo by Ewing Galloway gelve 


Some 2,000,000 workers have received increases tween wages and prices they will be more than 
this year ranging in amount from 15 to 25 cents an absorbed by the rising cost of living. The real gains 


hour. But if these gains mark the start of a race be- will come from increased production per manhour. 
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ASBRGAO AS BUSINESS iTSELF 


The Trend of Events 


SALUTE TO PENNSYLVANIA RAILROAD ... T’o the 
Pennsylvania Railroad on the occasion of its 100th 
anniversary, we extend our heartiest congratula- 
tions. 


As we look back on the history of this venerable 
railroad, our feelings are a mixture of awe and ad- 
miration. The Pennsylvania is no enfeebled centen- 
arian—it is a robust, healthy, corporate giant, flex- 
ing its sinews and expanding its chest with justifi- 
able pride. Today it can look back and perhaps 
agree that “the first hundred years are the hardest.” 
But it can also view with profound satisfaction, the 
vital role which it has played in making its service 
area, embracing’ thirteen states, the most important 
and highly industrialized in the world. The road’s 
history, achievements, and growth are a veritable 
facsimile of the history, achievements and growth of 
the United States during the past century. 


From a road capitalized at $5,500,000 and own- 
ing two locomotives, two passenger cars, a baggage 
ear and 61 miles of track, the Pennsy has grown to 
the largest privately owned railroad in the world. 
It is the vital transportation artery serving New 
York, Philadelphia, Pittsburgh, Chicago and Si. 
Louis and over its 26,000-mile system, carries more 
freight and passengers and collects more revenue 
than any other railroad. Its assets exceed $2,000,- 
000,000. Through five wars, the road has rendered 
valuable service to the nation. During the past five 
war years, Pennsylvania hauled more than a billion 
tons of freight and more than 600,000,000 passen- 
gers, including 17,500,000 service men and women. 
And finally on its 100th birthday, stockholders re- 
eeived their 99th consecutive dividend! No other 





company listed on the New York Stock Exchange 
‘an match that record. 

No indeed, there is nothing senile about the 
Pennsylvania Railroad. 

Pennsy, We salute you. May your next hundred 
years be as bountiful as the first. 


WHAT'S HAPPENING TO PRODUCTION? ... Ina 
recent week, there was a lot of heartening news from 
the various production fronts. Output of trucks 
and automobiles was reported to be at a rate of 2,- 
600,000 a year and was expected to reach 5,000,000 
annually by July; furniture was being made at a 
record rate; wool consumption for apparel was near 
the all-time high; the same was true of tires and 
tubes; cotton consumption was at record levels: and 
textile production generally was 56 per cent above 
prewar levels. Production for all industry was at a 
volume more than 50 per cent above prewar. 

It is one thing, however, to read about high level 
production, but quite another to find tangible evi- 
dence of it. The housewife is still able to buy only 
one pair of cotton sheets at a time; men’s white 
shirts are a rarity; only a comparative handful of 
men were able to boast a new suit of clothes for 
Easter; shoes are scarce; and new standard make 
tires are hard to buy. 

Offhand, this doesn’t seem to make sense and gives 
rise to the suspicion that production reports are ex- 
aggerated. It is possible that these reports lean 
more toward the optimistic side than otherwise. Yet 
they could still be a lot more optimistic than they 
are and there would not be enough of the things that 
everyone needs and wants. The truth of the matter 
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1s that demand is so great that record-breaking pro- 
duction has thus far made little more than a slight 
dent in it. 

There is little or no evidence to support the 
charge of hoarding. Dealers’ shelves are stripped 
bare of needed merchandise as soon as it arrives and 
there is no chance to build up inventories. Everyone 
wants to buy the things which are scarce—even if 
their needs are not urgent. 

To cite a typical example of what must be ex- 
pected: There will probably be nearly 60,000,000 
tires made this year. Of these between 12,000,000 
and 15,000,000 will equip new cars, leaving only an 
average of two new tires for the 25,000,000 cars 
still in service. A lot more tires than that would be 
needed to fill replacement needs. 

It is likely to be some months before production 
will catch up with demand, sufficiently to adjust the 
balance between too much money and too few goods. 


STOCK SPLIT-UPS ... The New York Stock Ex- 
change is frowning on stock split-ups which seem to 
have no justification beyond a motive to whip up 
speculative-demand. Before the Exchange authori- 
ties henceforth will list new issues created by this 
dilutive process, they promise to scan the company’s 
record as a dividend payer, the pre-split price of its 
shares and all other pertinent factors. 

That this step is highly constructive is apparent 
in viewing the recent wave of stock split-ups—more 
than 70 in the current year to date and more to 
come—some of which have been natural and desir- 
able, while others obviously have reached a point of 
ridiculousness. When it is proposed to split the 1.4 
million shares of United Drug Co., for example, 
selling at around 35 and receiving no dividends 
since 1937, this move would seem neither justified 
or desirable. No real additional value to the share- 
holders accrues from split-ups, but where a long and 
expanding dividend record has rationally pushed the 
price so high that potential new buyers are reluctant 
to acquire the shares, the market is broadened by 
increasing the number of shares. Even in such a 
case, stock split-ups do not always seem wise to the 
management, as for example in the case of American 
Telephone & Telegraph Co., stock of which is around 
193 and paying a $9 dividend. Walter S. Gifford, 
president of the company, said in response to a 
stockholder’s query as to a possible split-up, “We do 
not see that the advantages outweigh the disad- 
vantages. You can’t fool the public or the regula- 
tory bodies merely by changing the dividend rate. 
{t makes little difference whether the holder has one 
vhare of stock paying a $9 annual dividend rate or 
three shares paying $3 each.” 

On the other hand dozens of strong companies 
with excellent dividend records have broadly ex- 
panded their stockholders’ lists by the split-up route, 
with all arguments in their favor. Mr. Schram’s 
action in announcing the new policies of the Stock 
Exchange on this subject deserves the highest com- 
mendation and confirms his reputation as one of the 





wisest and most progressive leaders the Exchang 
has had in many years. 


THE FUTURE OF OPA ... By a vote of 355 ty 
42, almost ten to one, the House passed legislation, 
extending the life of OPA until March 31, next, 
But House legislation left OPA with only a small 
vestige of its authority, and reports are that the 
Senate may enact an even more drastic measure. 

If the House vote is representative, it clearly in- 
dicates widespread dissatisfaction with the adminis- 
tration of the OPA. We do not believe, however’ 
that the members of the House acted judiciously, 
nor do we believe that the vote accurately reflects 
the wishes of the people—producers and consumer 
alike. The House has indulged itself in a shameless 
orgy of log-rolling. Modification along lines to 
permit effective administration and enforcement, 
with provision for a gradual easing of price con- 
trols, rather than complete emasculation of OPA 
at this crucial time, would assure an orderly and 
sound transition to peacetime prosperity. 

To virtually remove all price controls now woull 
inevitably start the inflationary race between prices 
and wages—with the defenseless majority squeezed 
in the pincers. Forthright industrial leaders and 
other responsible spokesmen have repeatedly er- 
dorsed the principle of OPA, urging only that its 
authority be more clearly defined and provisions made 
for its gradual demise as conditions permit. Such 
a program would have the wholehearted endorse- 
ment of everyone, with the possible exception of : 
small minority of selfish pressure groups and black 
marketeers. We hope that the Senate is more re 
sponsive to the wishes and hopes of the majority. 





GOOD FISCAL NEWS .... President Truman has 
announced that Government receipts for 1946 wil 
be $42,900,000,000 instead of $38,600,000,000 
previously estimated. This is something of a mile- 
stone marking, as it does, the first’ time in 15 years 
that fiscal prospects have turned out better than 
anticipated. Indications are that not only will the 
national budget for the 1947 fiscal year be bal: 
anced, but receipts may exceed outgo by as much as 
$5,000,000,000. 

The principal factor in improving the budget pic 
ture is the sustained high level of national income. 
Previous budget estimates were based on national 
income of $140,000,000,000. From the evidence 
now at hand, however, it appears that a figure of 
$160,000,000,000 will be closer to reality. Rapid 
demobilization is another reason. Moreover, tax re- 
ceipts are running ahead of a year ago and dis- 
bursements from the Unemployment Trust Fund 
are not in excess of payroll tax income. 

It is to be hoped that the Washington “spenders” 
will burn no midnight oil in devising ways and means 
of liquidating the budget surplus, but rather draw 
up a forthright tax bill for 1947 which will provide 
for reduced levies on both business and individuals. 
That would be good news, indeed. 
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By CHARLES BENEDICT 


TEETERING WORLD PEACE 


Our PRESS HAS A WAY of dramatizing Russian 
utterances to such an extent as to make the world 
believe that we are being outmaneuvered on every 
turn. This is one of the worst possible impressions 
we could create since it unjustly causes loss of faith, 
as well as uncertainty regarding the possibilities of 
peace and the survival of democracy. 

The fact is the democratic press has been unable 
to cope with the Russian technique developed over a 
period of fifty years 
ormore by individuals 


Some One Went This Way Before 


Russia, using one maneuver after another, is at- 
taking us all around the globe with the full force 
of her disruptive machinery. 

While the United Nations is preoccupied with the 
struggle for power in the Mediterranean and the 
Near East, Russia is directly challenging the United 
States in China and Japan. In this part of the 
world Russia is our neighbor—our shores almost 
touch so that we come to grips directly and 
physically with the 
USSR. 

We must face the 





who from their youth 
have been engaged in 
underground revolu- 
tionary movements, 
continuously at the 
risk of their lives and 
liberty. There is no 
more brutal way to 
sharpen the wits and 
develop ingenuity. 

Stalin himself was 
one of these hunted 
and began his revolu- 
tionary experience in 
Tiflis and Batum. 
Thus, the area of the 
current dispute before 
the United Nations, 
as well as the psy- 
chology of the people 
there, is thoroughly 
familiar to him. Com- 
ing from a land over- 
run by the barbaric 
hordes from both east 
and west — where the 
horrors of the Turk- 
ish and Persian raids 
were handed down 
from generation to 
generation, his an- 
tagonism is clearly 
bred in his bones. 
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fact that the civil war 
in China is an attempt 
on the part of Russia 
to destroy our influ- 
ence in Asia and the 
Far East. To weaken 
the plan for an inde- 
pendent and _ eco- 
nomically sound China 
able to maintain a de- 
cent standard of liv- 
ing for its people—to 
revive an ancient cul- 
ture and add its 
strength to the build- 
ing of world peace. 
Russia has never 
been sympathetic with 
this plan because she 
seeks mastery of Asia 
for herself and_ be- 
lieves she can only ac- 
complish this end by 
keeping China weak 
and impoverished. 
For several decades 
has been 
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Russia ma- 
neuvering for a dis- 
united China __ politi- 
cally — has fostered 


revolt in various prov- 


Cay . ° . 
inces—and is now fur- 








Our leaders, on the 
other hand, have not 
known life in all its brutality, but rather the give 
and take of free men in a secure world. Recognizing 
this difference, Russia accustomed to measuring her 
opponents by the most realistic standards, rode 
roughshod over us, while we apparently disbelieving 
our senses, made helpless excuses one after another 
to justify Moscow’s procedure. 

Today, alive to the truth, we are faced with a 
problem of the greatest magnitude, one that calls 
for a more sophisticated support by the press—for 
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ther seeking to throt- 
tle the economic life 
of China—first, by disorganizing and destroying the 
industry of Manchuria—and second, by infiltration 


Courtesy of New York Tribune Inc. 





of communist elements supported by the Red Army. 


It is this situation that has made it necessary for 
us to maintain such a definite and firm policy in 


Japan. Here, Russian antagonism is not only based 
on the fear of a Japan friendly to the United States, 
but on a dread of Japanese vengeance for Russia’s 
treachery and stab in the back after the atom 


bombing of Hiroshima, (Please turn to page 116) 
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Market in Decisive Phase 
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The technical indications remain just fair, rather House revolt against OPA has adverse sig- hing . 

than emphatically favorable. The deepening nificance. We remain selectively bullish, but wa os 
threat of the coal strike makes it impossible to numerous cross currents obscure near term fyrket 

judge whether the tepid market response to the outlook. one 

ost ; in 

By A. T. MILLER ecting 












































g, SO 
irection 
HE MARKET has gained a little more ground since investment confidence has been greater than specula: hich mi 
our last previous analysis was written a fortnight tive confidence. Our index of 100 high-price stock. We 
ago, but its performance to date is far from has made a new high, surpassing the 1937 peak forfiiuse ry 
dynamic. The Dow-Jones industrial and utility the first time. On the other hand, the index of 10)§, one | 
averages have bettered their former bull market low-price stocks still lags, although it has made wf, tril 
highs by a modest margin, without inducing any- 68% of its decline against 54% two weeks ago. We The 
thing like a rush of buying. On the contrary, the have no quarrel with “quality leadership,” butfyse y 
“upside break-out” by the industrials, made week whether it is a bullish omen is something else again§ nary. 
before last, was followed promptly by hesitation. High-price stocks usually dominate the marke, a¢ in 
The rails have improved slightly on previous rally only under one of two conditions: first, the initiaited 
tops, but are not yet within striking distance of the advance from a bear-market low; second, a recovery§.toly 
bull market high recorded early in February. from a severe intermediate decline. We have recently js | 
had the second condition—but the recovery, fofneral 1 
Quality of Leadership high-price stocks, is now complete. That is, thetfils ha 
are, by a small margin, in new high ground. Buf; 4 yi 
We have pointed out before that on the recovery the reason the market is so tepid is precisely becaus§,y —_ 
from the intermediate-reaction low of the last week it is for the present so largely an investmentfroyious 
of February the better-grade stocks in general have demand affair. In short, it will take a revival of, W) 
led the market. It could be said that, on the whole, speculative demand to “keep the pot boiling.” Thatfiblic 5 
may come in time. We think it probymon 
ably will, but at the moment it is stilfke? 
MEASURING MARKET SUPPORT the missing spark. hswers 
As far as they go, the day-to-daither a 
MAGAZINE OF WALL ST volume indications are more bulliifiting to 
300STOCKS than otherwise. That is, there (ne co 
\ somewhat more activity on up dayfhat the 
than down days. Nevertheless, volum though 
has yet to get back to the pre-reactidifyency ¢ 
levels. That is another way of saying}bstanti: 
that speculative demand has had @e egal 
partial and incomplete recovery. #minati 





similar picture is presented by thifies—mo 
chart on this page. The margin feck, [t 





























DEMAND FOR STOCKS, curcos support is bullish, but not as strongl kely bef 
so as during the earlier weeks of that it mi 
year. This, too, might change for 1 aralysis, 
better, but it is for the future tis half 

MARGIN OF SUPPORT oneal cal 

f Why has speculative demand tendefrike ang 

to lag? We are not sure of the answefirly clo 

tee to that question. Part.of it might Mhuld be 
80 that some of the chilling shock of th dbably 

stiffest reaction since 1943 still linge™f the m: 

with some people. Part of it might h indiffe 


the absence so far of “rail confirmé Htelligent 
tion” of the new high in the Dow it 
dustrial average, since the tradition 
Dow Theory has a good many fd 
lowers. Whether it is something mo 
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The Mixed News Factors PRICED | PRICED’ [300 stoes cal 
STOCKS STOCKS 

Probably the most sensible {200 oa 
ig. hing to do right now is to re- _ 

ave judgment and avoid dog- | 
put atic opinions about near- lhl ae ge 
rm ffurket prospects. The tech- ) | 

ical evidence, as we have seen, | joo : | | P 

not too emphatic. And the | | | 

ost important news events tlh i! r | ty, | 

fecting the market are pull- 50 Ty tHH}— 20 

g, so to speak, in opposite _ 

rections —- an environment 
ecula. heh makes for limited visibil- YEARLY RANGE 
stocksB,, We refer to the sweeping paar etre aie 
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House revolt against OPA on 
eone hand; to the continuing 
pal strike on the other hand. 
The implications otf the 
Uuouse vote on OPA aye infla- 
‘gall. nary. We do not think they 
arkee as inflationary as the disap- 
initilbsinted OPA officials imme- 
Over But our ar 
centhBi is beside the point. The *limaeieelaca 
» fofneral public, according to the 
, thefiils, has believed that OPA 
Bulfis a vital bulwark against a 
-caustist — as contrasted with the 
mentBrevious creeping—price infla- 
val fn. Why did not the general 
Thiifublic show more interest in 
protimmon stocks when the news 
is stilroke? There might be two 
nswers to that question, vr, 
‘iither a combination of two 
ullisfiting together. 
‘re Mf One could have been doubt, or uncertainty, about 
day#hat the Senate will do on the OPA legislation, 
olum@though by now it seems clear that, at best, this 
actilifency can not have an extension of life without 
sayilghbstantially modified powers. The other might be 
had fe coal strike. This shows no signs of early 
ry: Bmination, and it is pinching a number of indus- 
y thikies—most notably steel—more with each passing 
zin Meck, Tt is generally believed that no settlement is 
rongl kely before another two to three weeks, it is feared 
of thifat it might be longer, and the threat of industrial 
or th bralysis, makeng further inroads on none too good 
ire thst half- yea r earnings, is recognized. 
It would i be surprising if the end of the coal 
nke and the final word on OPA legislation came 
irly close together. If so, the test for the market 
puld be pretty clear cut. We think it ought—and 
( obably will—be met with an emphatic extension 
inge™® the major rise; but we will say right now that 
cht Mh indifferent response could not fail to give any 
firméftelligent bull really serious concern for the future 
ow Il this market. We emphasize this possibility, because 
itioniy some time the market will begin to wither, while 
y foftsiness and earnings still look “good to the naked 
; moe, The fact is that nobody can know whether the 
Siining life of this bull market, already the third 
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longest on record, will be surprisingly long or sur- 
prisingly short, or somewhere in between, but still 
surprising to most people when the end comes. 
There is available enough money to finance the 
greatest speculative market extravaganza in_his- 
tory; but speculative money lacks courage and 
would promptly go into hiding at the first sign of 
storm signals. 


But on one thing there is not any doubt. As has 
been pointed out by President Emil Schram, of the 
New York Stock Exchange, the net effect of all 
the well-intentioned Federal regulations of the mar- 
ket has been to make for greater “thinness” than 
ever before. Some day it will come home to roost, 
probably with the fastest big break ever seen. With- 
out predicting what will happen, since we are not 
clairvoyant, we could imagine one losing more money 
by overstaying this mar ket by, say, one month, than 
by l:quidating speculative holdings, six months to a 
year before the peak is made. 

For the reasons cited heretofore, we do not have 
much conviction about the near-term trend, one way 
or the other; but we think the probabilities favor 
eventually higher prices. Hence there is no change 


in our selectively bullish, middle-road investment 
policy.-—Monday, April 22. 
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THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 
— The 1942-6 Bull Market 
% Rise | % Rise 
— 1942 1945-6 1946 1942 Low 1942 1945-6 1946 1942 Low 
GROUP (1925 Close—l00) Low High Apr. 13 to 4-13-46 GROUP (1925 Close—100) Low High Apri 13 to 4-13-46 
Agricultural Implements ........ 72.7 236.7 226.8 212 Investment Trusts .......... . 3:8 82.3 82.3 495 
Aircraft (1927 Cl.—100)...... 123.8 284.4 252.2 104 Liquor (1927 Cl.—100) . 137.5 1185.8 1092.6 795 
7, Air Lines (1934 Cl—100).. 178.4 1290.9 1049.9 483 Machinery eee 67.9 206.4 201.1 296 
6 PODUERATOIS wee Areca c er 27.0 203.3 203.3 653 Mail Order .... 45.2 193.8 193.8 329 
= Automobile Accessories 70.4 336.2 297.3 322 Meat Packing . . 29.5 123.1 117.6 299 
i PAGUEGIIGISHOS, ..<ccsseasos08c6ic.céseeeens ml 62.2 57.3 707 Metals, non-Ferrous 100.0 299.7 264.7 165 
Baking (1926 Cl—l00) .... 5.0 260 243 386 Rim ec easessnesonsice 85 418 418 392 
a Business Machines ................ 81.7 325.0 319.0 290 Petroleum. ..............-. 59.8 208.8 208.8 249 
— Bus Lines (1926 Cl.—100) 38.2 202.4 191.9 402 Public Utilities .. 13.7 158.5 155.3 1034 
ra NeniGals. -crc sucess . 126.3 270.8 270.8 115 Radio (1927 Cl.—100) 5.9 42.0 35.9 509 
—_ CETL be CLC eee 6.0 32.4 27.9 365 Railroad Equipment .. 28.6 110.6 99.3 246 
— Communication 30.6 100.2 84.6 176 Railroads f 7.6 40.8 35.2 332 
— CONSEUCTION — ....c-scess0:0s. 16.4 79.6 78.7 379 Realty ........... 1.9 56.7 42.9 2158 
ail COSC ET [ie eee ep 138.4 436.8 429.4 213 Shipbuilding . 80.0 178.8 166.5 108 
saad Copper & Brass. .......:-:.00500000 58.6 141.8 124.8 113 Soft Drinks . FO 614.0 593.5 403 
ee! Dairy Products) .......:..-c..::0:-. 2000 79.6 79.6 112 Steel & Iron 53.1 145.6 132.7 149 
e: Department Stores ................ 12.4 118.5 116.4 842 Sugar ....... . 265 88.9 85.3 222 
Drugs & Toilet Articles.......... 37.1 262.8 262.8 608 Sulphur . 137.5 277.3 277.3 117 
| Finance Companies. .............. 99.5 3083 301.7 203 TONE siicscisensiecs Lo 24.4 162.3 159.5 554 
EO0d BRANES  ....cccccscssiccesssnces GOO 227.8 226.5 272 Tires & Rubber ..... 7.9 51.9 50.6 545 
= Re S Io OS aeee nne e 32:2 92.3 88.8 176 Tobacco eo 40.7 97.3 97.3 139 
7 EUCLA oe eR eee re Pa mortage 118.3 118.3 400 Variety Stores .............. 147.7 378.7 378.7 156 
. Sold MINING .c:-...5:cs0c6ss.s0ce000e 315.4 1346.1 1098.5 249 Unclassified (Not comparable from one year to another.) 
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To Meet.... 
World 


Competition 


By WARD GATES 






















Me HOPE OF industrialists all over the globe 

appears to rest upon better and better ma- 
chinery. To this end, mechanical engineers and cost 
accountants, while seldom mentioned in the daily 
news, are working overtime in the all-out race for 
full production and world recovery from the im- 
pact of war. Upon the shoulders of these trained 
specialists centers the burden of pulling civilization 
out of its current numerous troubles, the task of 
guiding industry at home and abroad towards an 
era of prosperity and abundance. 

The United States, as the leading exponent of 
mass production for decades past, has taught all 
nations how power-driven machines of top efficiency 
are the only levers which can boost national income 
on one hand, conversely lower the price of a prod- 
uct and yet permit a satisfactory profit to share- 
holders as long as demand warrants high level out- 
put. In support of this premise, the Census Bureau 
figures that about a hundred years ago, the average 
weekly wage of the American worker was under $5 
and the investment in machinery for his use came 
to about $500. Today as a result of equipment 
averaging close to $7,000 per worker, his income 
has increased about tenfold while tires, for example, 
which cost him $50 or more twenty-five years ago 
are now priced at less than half that sum, and elec- 
tric light bulbs which once cost him 60 cents can 
now be purchased for a dime. It would be possible 
to cite an endless list of similar goods in every- 
day demand which, despite better quality, have 
trended down in price to contribute to the record 
high standard of living in America. Meanwhile, as 
everyone knows, liberal profits have accrued to 
shareholders to innumerable concerns mechanically 
geared to turn out all these products. All of which 
attests to the basic credit due to producers of the 
capital goods which have proved the system work- 
able to date. 

Under current conditions, different as they are 
in all sectors of the world, modernization of indus- 
try has become a by-word, even though in more 
backward nations such as China and India, the 
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In the looming competitive battle, new and signe] 

modern machinery will be a decisive factor. which 

plish 

program will have to start nearly from scratch ani To 

may require decades for development. In ‘Latin§ ments 

America it would be hard to name a country whici§ by as 

has not already made a substantial headstart uf bar 1 

the establishment of new, up-to-date industries, frouf where 

giant steel mills in Brazil to huge textile plants if sary. 

Venezuela and Colombia. In the Southern Hems§ conse 

phere, steps taken to date along these lines are onlf of he 

a feeble symbol of more rapid industrial expansio§ speci: 

planned for near term years, and to achieve an can ¢ 

progress at all the main problem will be to acquir§ in ca 

adequate equipment for their operation. of th 

So enormous are the industrial modernizatiog body 

plans of mysterious Russia, that despite her wide mira 

spread removal of factory equipment from mang the « 

of the over-run countries now under her sway, at Elect 

her own increasing ability to manufacture capiti{ auto. 

goods, the machines supplied her under Lend Lea relat 

are a mere drop in the bucket compared with tho woul 

she will attempt to import in the near future. An never 

as is the case with many foreign nations, Russi mom 

need for heavy capital goods is by no means corp logic 

fined to machinery for her factories; equally img teria 

portant in the tally will be locomotives, pump§ prod 

engines and generators to provide transportatig dura 
and power. 

Already hundreds of locomotives have been 0 
dered by France from American suppliers, and th a D 
er 
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sumber may swell into the thousands to replace 
the rolling stock lost in the war or rendered useless 
by excessive wear and tear. And when it comes to 
machinery, French demand has become highly ex- 
pressive, for only years of industrial restoration 
and upbuilding can assure a return of prosperity 
4o this war-weary nation. Same thing might be said 
‘of all the other countries in Europe, some of which 
emjoyed a well developed manufacturing economy 
in prewar, although others less fortunate have only 
now envisaged the urgent need to make more goods. 
‘Fact is in every case that aside from mere essen- 
tials to sustain their own populations at minimum 
jiving standards, imports will be required to fur- 
‘nish items impossible to produce at home. To pay 
‘for these latter in the long run, production must 
expand to include goods readily marketable in other 
lands, either through low prices or unique appeal, 
‘and to implement the program acquisition of ma- 
‘chinery will loom up as a major problem. 
' Now let’s take a look at the situation here in the 
United States. During the decade prior to the war, 
| well known for its depression characteristics, in- 
_dustry generally lagged in its long range goal to 
replace obsolete equipment. At the outbreak of war, 
'of course, there was an immediate rush to bring 
facilities up to date and to equip hastily-built new 
plants with the most modern machinery science could 
devise and supply. To this end the Government 
' spent billions on its own account for machines and 
tools to manufacture the military specialties needed 
to win the war, and under the stimulus of war, de- 
signers of machines are said to have made strides 
which would have taken a decade or more to accom- 
plish in normal times. 

To cite one of thousands of technological improve- 
ments, the production rate of bombs was doubled 
by a spinning process which whirled a white-hot steel 
bar 1,000 turns a minute to shape the item’s nose, 
where formerly a number of steps had been neces- 
sary. Time consuming and costly operations for 
consecutive boring, drilling, reaming and surfacing 
of heavy units have been replaced by the advent of 
specially designed, multiple, giant machines which 
can do the jobs all at the same time. Improvements 
in casting methods have made possible the saving 
of thousands of operations in the formation of the 
body frame for a huge locomotive. Only eleven 
miracle machines are now required to produce all 
the electric light bulbs used by the entire nation. 
Electronics now dry the paint on a newly finished 
automobile in a matter of minutes. All in all, to 
relate the advance of technology in recent years 
would require volumes, and at that the story would 
never become complete, for science has achieved a 
momentum which gives birth to ever new techno- 
logical improvements in machines, processes and ma- 
terials, applicable somewhere along the line in the 
production of all capital and consumer goods, both 
durables and non-durables. 


The Challenge of Rising Costs 


Despite all the current anxiety of management 
over the forced upward trend in wage and material 
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costs, profit opportunities, if not salvation, are 
likely to appear in renewed reliance upon the in- 
genuity of technicians and the skill of cost ac- 
countants in predetermining the efficiency of ma- 
chines. And here in America where we have the 
“know how” and record industrial capital resources, 
the challenge of mounting costs may be ably met, 
given a little time to impiement the modernization 
trend and to shake off Government controls. Dur- 
ing the decade prior to the war, mechanical progress 
lagged in the wake of a prolonged industrial de- 
pression, and manufacturers limped along as best 
they could with out-moded equipment. With both 
depreciation and obsolescence taking an abnormal 
toll of machines under the stress of three-shift mili- 
tary operations for four years, the necessity for 
replacements on a tremendous scale to meet com- 
petition in and after the promised boom is apparent. 

To considerable extent, of course, industry has 
made vast strides in expansion and modernization 
during war years, but it is only necessary to read 
annual reports for 1945 to grasp the extraordinary 
expenditures along these lines planned for the near 
future. Even in the last quarter of 1945, mainly 
after V-J Day, outlays of $1.1 billion, disclosed by 
the appended table, herald the beginning of the 
march towards modernization. While new plants ac- 
count for a substantial part of the contemplated 
improvements, managements on every hand announce 
substantial sums allocated for the replacement of 
machines by the most up-to-date models. Soberly 
appraised, these constructive policies point to an 
awareness that while present equipment may be in 
first-class condition, potential savings in operating 
costs warrant the substitution of new machines to 
speed up schedules to ever new highs. Indubitably, 
the manufacturer unable or loathe to keep up with 


Replacement of obsolete and inefficient ma- 
chinery is fast becoming an industrial “must”. 














his competitors in cost controls during 
the approaching struggle is going to 
be placed on a tough spot, and it is 
going to require courage in many in- 
stances to dispose of perfectly usable 


EXPENDITURES ON NEW PLANT AND EQUIPMENT BY 
UNITED STATES BUSINESS 1939-41 AND 1945 
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equipment for replacement by more ef- 
ficient items. 





It is at this point, however, that the 4 
upsurge of modernization in other parts 
of the world could well serve to allevi- . 
ate some the problems attendant upon 
machine replacements here in_ the 
United States, not to mention accel- 
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plus by the Government. In many of 
the foreign countries planning indus- 


(Millions of dollars) 





trial development on a broad scale, slim 
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resources and low labor costs combine 
to favor the acquisition of second-hand 


First Second Third Fourth 













1939 1940 1941 Quarter Quarter Quarter Quarter Total 
equipment, provided that it really 1s in — 
Beco A : +4 es Manufacturing & Mining 2,310 3,050 4,090 580 730 960 = 1,100 3,370 
serviceable condition. In view of the ~ i —_ a oa —- aa mi se 
fact that numerous capital goods, more- Electric & Gas Utilities. 460 640 800 90 110-170 190 560 
over, are either built to order or re- Commercial & Miscel..... 2,130 2,360 2,840 220 280 310 340 1,150 
quire from three to eighteen months for 

GE, pcxiecnia 5,180 6,490 8,290 1,010 1,260 1,640 1,780 5,690 


construction, world-wide and expanding 





demand for heavy machines is apt to 
create a serious bottleneck which might 
require years to eliminate. 

To ease the current pressure by foreign buyers 
already expressing itself to siphon away new ma- 
chinery needed by American manufacturers, Wash- 
ington has recently been obliged to request. France, 
for example, to buy equipment confiscated by the 
Allies in Germany rather than to shrink our nar- 
row supply here at home. Where necessary, how- 
ever, the Export-Import Bank is prepared to loan 
foreign countries immense sums for the purchase 
of American-made machinery, and there is no rea- 
son why encouragement should not facilitate, if 
not enforce, the buying of good second-hand equip- 
ment rather than the newest models. Indeed, the 
French Government itself in many cases has limited 
the import of machinery by its nationals to con- 
cerns willing to dispose of less desirable equipment. 
There seems to be no argument that such policies 
could not be made to work both ways. Certainly 
clear is it that if foreign markets could absorb much 
of our domestic used machines, the salvage for our 
manufacturers would be greatly enhanced. To the 
extent that such a program would prove imprac- 
tical, it would seem desirable to stimulate replace- 
ment of equipment by our manufacturers, by Gov- 
ernment permission to accelerate amortization for 
tax purposes, as was done in wartime. 

Expanding activities by the Export-Import Bank 
and the new Bank of International Settlements will 
greatly improve potentials for exporting new or sec- 
ond-hand capital goods to all countries through the 
globe. Not only will they function to assure prompt 
payment for sizeable shipments of machinery sold 
by American manufacturers and dollar exchange 
provided for the purpose, but they will incidentally 
contribute to the industrial growth of the nations 
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Source: Survey of Current Business, January 1946. 


involved. Thus these banks will serve a dual and 
constructive purpose. Furthermore, no loophole 
will be left open for diversion of huge sums ad- 
vanced into channels not clearly defined by the terms 
of the loans, as sometimes happened when private 
bankers after War I more casually established large 
credits for foreign nations. In other words, if loans 
are granted to buy machinery, machinery and noth- 
ing else can be purchased. 

Broadly viewed, the well-marked prospects for 
modernization in the United States are heartening 
to consider, not alone for the users of improved ma- 
chines but for their mak- (Please turn to page 110) 








Cross Section of Industry’s Plans 
for New Plants and Equipment 


American Brake Shoe $ 12,500,000 

















RUIN cress. A vedecseanceceatencccacvcseavcskistarsccscceoueece 134,000,000 
Borg Warner 30,000,000 
Caterpillar Tractor . 50,000,000 
Dow Chemical ee 15,000,000 
ee 100,000,000 





General Electric 200,000,000 


















































General Foods 17,000,000 
General Motors 600,000,000 
Hercules Powder 30,000,000 
Illinois Bell Telephone 160,000,000 
International Harvester 145,000,000 
Kaiser-Frazer 35,000,000 
M to Chemical 75,000,000 
National Dairy 75,000,000 
New Jersey Bell Teleph 100,000,000 
New York Teleph 350,000,000 
Public Service of N. J 17,000,000 
Sinclair Oil 90,000,000 
Standard Oil of Indi 150,000,000 
United States Steel 218,000,000 
United Air Lines 60,000,000 
Union Carbide & Carbon 50,000,000 











THE MAGAZINE OF 


WALL STREET 











Rec 


_ , 
ies V 
1920’s, 
date m 
of then 
tle gee 
pieces 
of stat 
of th 
structu 
over hh 
many 3 
extrem: 
gress | 
structu 
despite 
ing con 
job an 
anced. 
As 1 
given t 
and na 
panies 
law, he 
force 1 
tion al 
the SI 
gram, | 
Suprer 
North 
lowed | 
cases ) 
tionalit 
help e: 
now b 
courts. 
The 
tered 
been tl 
of uti 
stocks 
made; 
out of 
enforce 
formul: 
several 
the con 
ing m, 
earning 
valuing 
folios 
sets to 
curities 


APRIL 












nd 
le 
d- 


ns 


oe 
ns 


h- 


ig 


a- 





Recasting Status 


i utiLiry holding compan- 
ies were mainly created in the 
1920’s, though some of them 
date much further back. Most 
of them resembled a jigsaw puz- 
ile geographically, with the 
pieces scattered over a number 
of states; and financially some 
of them were many-storied 
structures with holding company 
over holding company, to as 
many as eight or ten in a few 
extreme cases. In 1935 Con- 
gress decided that the whole 
structure needed cleaning up— 
despite the fact that some hold- 
ing companies were doing a good 
job and had been soundly fin- 
anced. 

As usually happens when promotion has been 
given too much leeway, a law was enacted on a strict 
and narrow basis, applicable to good and bad com- 
panies alike. The SEC, charged with enforcing the 
law, has found it a tough job to interpret and en- 
force its provisions. After a decade of investiga- 
tion and exploratory work, death sentences, etc., 
the SEC has finally accomplished part of its pro- 
gram, though much remains to be done. The recent 
Supreme Court decision in the 
North American case (to be fol- 
lowed by decisions in three other 
cases) sustained the constitu- 
tionality of the Act and may 
help expedite integration plans 
now before the SEC and the 
courts. 

The major difficulty encoun- 
tered by the Commission has 
been the sharp rise in the value 
of utility operating company 
stocks in recent years, which 
made its “yardstick” formulas 
out of date before they could be 
enforced by a Federal Court. In 
formulating integration plans 
several years ago, the SEC (and 
the companies) used the prevail- 
ing market prices and_price- 
earnings ratios as the basis for 
valuing holding company port- 
folios and apportioning the as- 
sets to the various classes of se- 
curities. The “packages” as- 
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By EDWIN A. BARNES 





U. S. Supreme Court has upheld dismem- 
berment of utility holding companies 








of UTILITY HOLDING COMPANIES 


—With Death Sentence Upheld 


signed to senior securities ad- 
vanced sharply in value, how- 
ever, and junior security holders 
put in claims for a larger share 
of the assets. Thus, it has been 
necessary to revise some of these 
plans time after time, the latest 
plan never quite catching up 
with the market. Now, however, 
some plans are being made on a 
more flexible basis as to ex- 
change terms and should prove 
more workable. The main diffi- 
culty has been the long delays 
in both the Commission and the 
courts; and these appear likely 
to continue unless the present 
thoroughgoing methods of  in- 
negotiation are streamlined and 


Photo by Ewing Galloway 


vestigation and 
speeded. 
Following is a summary of the position and out- 
look for the larger holding companies: 
AMERICAN LIGHT & TRACTION is an old, 
seasoned dividend-payer with uninterrupted pay- 
ments since 1904. Having sold its principal electric 
subsidiary, San Antonio Public Service, some time 
ago, the remaining subsidiaries are principally gas 


In reality, the "death sentence" of public utility holding companies 
will deal less severely with security owners than anticipated. 
































companies in Michigan and Wisconsin. The com- 
pany has been trying to obtain SEC and FPC per- 
mission to build a pipe-line from the mid-continent 
field to supply its gas requirements; there has been 
some friction, apparently, with Panhandle Eastern 
Pipe Line, which is now supplying all its gas. How- 
ever, the SEC has been reluctant to keep the holding 
company alive for this purpose, and details for sub- 
sidiary financing of the pipe line have apparently 
not been ironed out as yet. 

Another factor which has delayed liquidation has 
been the question of how the non-callable preferred 
stock should be paid off. American Light and Trac- 
tion has plenty of liquid assets—it still retains the 
cash from the sale of San Antonio Public Service 
and it has a large block of Detroit Edison held as 
an investment. The preferred stock is entitled to 
only $25 per share “in dissolution,” but since this 
is a forced dissolution, the preferred stockholders 
claim that they should get a price reflecting the 
“going value” of the issue. Based on present yields 
of new issues this might work out at 40 or higher. 
The SEC is now considering this question and in- 
formed opinion seems to be that the price fixed may 
be a compromise somewhere between 25 and 40—- 
possibly around 32. When this is settled and the 
pipe line question disposed of, the remaining assets 
will be distributed to the common. It is thought 
possible that the liquidating value of the portfolio 
might eventually work out at some 5-10 points 
above the recent market price, particularly if the 
pipe-line project proves feasible and profitable. 
AMERICAN POWER & LIGHT during the 


past year has made a great deal of progress with 





system rehabilitation. ‘The parent company’s 
bonded debt has been retired. Central Arizona 


Light and Power has been sold to the public. Texas 
Electric Service and Texas Power & Light (to- 
gether with Dallas Power & Light acquired from 
the Electric Power & Light system) have been 
grouped together under a new sub-holding com- 
pany, Texas Utilities Company. 

Company is supposed to sell its interest in this 
new holding company by October 24th this year, 
but it is possible that an extension of time might 
be requested and the company will probably follow 
the new style of integration and attempt to retire 
the preferred stock through an exchange offer, 
using Texas Utilities common and other securities. 
While the common stock equity in some of the other 
scattered holdings may be rather small, Washington 
Water Power, Montana Power, Florida Power & 
Light, and Kansas Gas & Electric yield substantial 
dividend income. With completion of plant write- 
offs, refunding operations and other changes in 
capital structure, together with tax savings under 
the new law, earnings are expected to show a sub- 
stantial improvement. It is difficult at this stage to 
estimate eventual liquidating value for the common 
stock; if the preferred should receive the redemption 
price plus arrears, this might take substantially all 
the assets at their present values. The integration 
program will be slow since much work remains to be 
done to “streamline” the subsidiaries and work out 
substantial values for the common stock. This can 
probably be done if present trends continue. 

AMERICAN WATER WORKS filed its second 


integration plan recently. The new plan contem- 





Price Range 
1945 1946 
American Gas & Electric ..................00-- 46e- 31 49%4- 40% 


29Ve- 245 
126Y2- 97% 
1153%4- 88% 
20%- 105 

27Va- 22 





American Light & Tracti 26%- 172 
American Power & Light, $6 Pfd............. 104%- 6012 
American Power & Light, $5 Pfd............. 95%4- 54% 
American Power & Light, Common.......... 13V¥2a- 2% 
American Water Works & Elec................. 265%- 84 
Columbia Gas & Electric.................:.cs0000 1WVa- 4% 14 + 92 








Commonwealth & Southern, $6 Pfd......... 124V2- 89 132 -123 
Commonwealth & Southern, Common........ 4V4- tk 4V2- 2% 
Electric Bond & Share, $4.20 Pfd............. 8012- 73 783%4- 75V2 
Electric Bond & Share, $3.50 Pfd............. 76V2- 70% 77V2- 72 
Electric Bond & Share, Common................ 21%- 92 25%/e- 18% 
Electric Power & Light, $7 Pfd................. 158 -109 172%/-148Y2 
Electric Power & Light, $6 Pfd................. 146 -103 158 -137 
Electric Power & Light, 2nd Pfd............... 145 - 70 157-139 
Electric Power & Light, Common.............. 19%- 3% 26Vs- 17% 
National Power & Light 14%4- 7% 12V4- 9% 
Niagara Hudson Power ..........sscsscscescesseeses 9Ve- 3% 13 - 8Y% 
North American Co. 31Ys- 19/2 35%e- 29s 
Standard Gas & Elec., $7 Pfd.............000+. 134%4- 78% 1492-125 
Standard Gas & Elec., $6 Pfd.... «- 121) = 674 1352-114 
Standard Gas & Flec., $4 Pfd.... 33%- 2% 51Y2- 305 





United Light & Rail 27%/e- 14V2 31Y2- 25V2 








(a) Or stock. 
(e) As of 10/25/45. 


(b) Pd. $1.75 in 1946. (c) Pd. $1.50 in 1946. 
(f) As of 11/15/46. (g) As of 1/1/46. 








plates separation of the 
water and electric proper- 
ties, selling the new 
aiid le aaa “Waterworks Holding 
: Company” common. stock 
Price Dividend Arrears : - 
aa to its own common stock- 
a holders. The new holding 
aoe eg si tiie company would also sell 
<a ta) 86.31% some debentures. The top 
ae 6 bail company would retire its 
i ae ee Ae own debt and _ preferred 
13 ee stock. The sub-holding 
126 5.00 29.00 company controlling the 
ee electric part of the system, 
TT 36.00 emseoen West Penn Electric Com- 
icillaic dl coe pany, would then be dis- 
a est eee posed of by distributing 
= ee the common stock to Amer- 
 —— (c) 76.90 : 
a ete ican Water Works com- 
Re a, a mon stockholders, and the 
Re ie ets ele parent company would dis- 
eo ae, ees solve. 
35 1.4%a) Company’s problem has 
. 81.90(e) always been to raise 
132 seve 70.20(e) enough money to retire 
7 sae sata either its own senior securi- 
= ee ee ties or those of West Penn 
(d) Pd. $1.25 In 1946, Electric. Whether the new 
plan will be approved by 
the SEC as readily as the 
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first plan (which proposed sale of additional com- 
mon stock or convertible bonds) remains to be seen. 
Opinion regarding the new plan appears to differ— 
one underwriting firm specializing in utilities holds 
that the plan does not eliminate all the weaknesses 
in the capitalization, while another estimates poten- 
tial liquidating value for the common stock at be- 
tween $46-$50 a share if the plan is consummated. 


COLUMBIA GAS & ELECTRIC’S basic prob- 
lem is to separate the electric and gas properties 
and perhaps make some minor changes in the 
natural gas system set-up. It has elected to dispose 
of the electric properties, Cincinnati Gas & Electric 
and Dayton Power & Light. Common stockholders 
will be given rights to subscribe to these equities. 
The parent company will refund its outstanding 
bonds, and retire its preferred stocks. Common 
stockholders would then retain a holding company 
equity in an important natural gas distributing 
system covering the northeastern section of the 
United States. Thus far the SEC has apparently 
raised no objection to the extended area served by 
the system. 

Columbia Gas has, however, a huge number cf 
common shares outstanding (12,223,256) and this 
combined with the proposed elimination of the sub- 
stantial preferred stock issues considerably reduced 
“leverage” possibilities. While appreciation pos- 
sibilities are perhaps thus limited to the 15-20 
range, the stock’s investment standing will naturally 
improve when the program is completed. 


COMMONWEALTH & SOUTHERN common 
stock, despite the vast number of shares outstanding 
(33,673,000) has some leverage possibilities. The 
system is a very heavy beneficiary of the new tax law 
and has also gained substantial refunding savings. 
Earnings this year are running far above last year’s 
level. Recent estimates place the potential break-up 
value at around $8-11 a share, but this may be a 
little on the optimistic side, since it doesn’t seem to 
make much allowance for possible rate cuts and in- 
creased costs. 

Under the company’s new plan recently filed witi 
the SEC, however, there may be a considerable 
delay in completing integration plans. The com- 
pany proposes (with reservations) to sell the two 
smaller northern subsidiaries and make a public sale 
of a relatively small amount of new common stock 
of Consumers Power and Ohio Edison and thus 
establish a market value for these latter stocks. A 
sub-holding company would be set up for the 
southern group of subsidiaries, and this company 
would likewise sell a small amount of stock, thus 
fixing its market value. With the value of the port- 
folio thus actually appraised in the market, the 
company would be ready to exchange the northern 
stocks for its own preferred stock with arrears. Ii 
this program moves smoothly, the common stock 
would retain the southern holding company equity, 
perhaps plus some part of the value of the northern 
group—though the northern companies would have 
to be completely divorced for integration reasons. 
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The SEC hasn’t indicated its reaction to the new 
plan yet. 


ELECTRIC BOND & SHARE is _ the 
world’s largest utility holding company but it will 
eventually probably dispose of all its holdings in 
American Power & Light, Electric Power & Light, 
National Power & Light and American Gas & Elec- 
tric. Part of the preferred stocks have already been 
retired by a payment of $30 on each share, and 
these issues, which do not carry any arrears, will 
be completely retired at some later date—probably 
by exchange for American Gas & Electric, and 
Pennsylvania Power & Light stocks. This will leave 
the common stock with an important interest in 
American & Foreign Power and Ebasco Services, 
plus such other equities as are distributed direct to 
stockholders after retiring the preferred. 

Since there is still a great deal of integration 
work to be done, it is difficult to make any careful 
estimate of the eventual liquidating value of the 
common. This will depend to a considerable degree 
on the outcome of the American & Foreign Power 
program. Present parent company earning power 
is insufficient to meet preferred dividend require- 
ments, so that there is only a remote possibility of 
dividends on the common stock pending consumma- 
tion of the numerous integration plans of sub- 
sidiaries. 

ELECTRIC POWER & LIGHT has made rapid 
progress in the past year in “cleaning up” sub- 
sidiaries, carrying through extensive refundings, 
etc. The earnings picture has enjoyed a complete 
metamorphosis—from 20c a share reported in 1943 
to $1.57 a share in the 12 months ended November 
30, to which can now be added the benefits of 
extensive tax savings. It is proposed to exchange 
the company’s huge share holdings in United Gas 
for the preferred stocks with arrears. The company 
has wisely left the exchange ratio flexible so that the 
swap can be made on the basis of prevailing market 
prices. At the recent price around 19 for United 
Gas, the full amount should not be required to 
satisfy preferred stockholders’ claims and there 
would be something left over for the common, which 
in addition would retain the equity in four inter- 
connected southern subsidiaries—Arkansas Power & 
Light, Louisiana Power & Light, Mississippi Power 
& Light and New Orleans Public Service. The 
future value on this basis might be in the range of 
$30-$40 a share, it is estimated. 

NATIONAL POWER & LIGHT has very little 
market leverage and the stock has remained within 
a relatively small range over the past year or so. 
However, valuable rights were given stockholders 
when the company disposed of the major portion of 
its holdings in the largest of its subsidiaries, Penn- 
sylvania Power & Light. Final liquidation, with 
distribution of remaining holdings of that company 
and of the entire equity interest in Birmingham 
Electric and Carolina Power & Light, should be con- 
summated in the not distant future. The company 
some time ago retired its senior securities. The 
stock may have some (Please turn to page 116) 
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By E. K. T. 


THE FUTURE WORLD is taking shape to the satis- 
faction of most State Department chiefs despite the 
fact that the march toward international cooper- 
ation has been abruptly halted on several occasions. 
Those interruptions were expected, say Department 
spokesmen; they admit frankly United States, 
United Kingdom and Russia can never be expected 
to live in perfect harmony while basic tenets of 
government clash. But that doesn’t mean war, and 
none is expected, they assure. Likelihood that 





WASHINGTON SEES 


Unless Congress takes steps to bring about 
important changes in regulations governing 
National Service Life Insurance, the policies 
issued by the government during the war will 
not remain in force long enough to affect seri- 
ously the business of private underwriters. 

That prediction is supported by statistics 
which will be received with some amazement 
by the general public but which probably will 
not surprise the old line companies. Service 
policies were taken out largely because the in- 
sured men recognized an immediate hazard, and 
rarely for the investment attraction. 

More than eighteen million policies were pur- 
chased by the fifteen million members of the 
armed forces. Face value was about 150 bil- 
lion dollars, which approximates the amount of 
life and endowment insurance now on the books 
of all private companies. But only 250,000 of 
the wartime national insurance policies have 
been converted into long-term or lifetime con- 
tracts. 


The rate at which this type of insurance is 
being permitted to lapse has aroused congres- 
sional interest. There appears to be no single 
basic objection on the part of the veterans. 
Certainly it cannot be the cost. Early inquiry 
into all of the circumstances can be expected, 
followed by some effort to make conversions 
more attractive. 











atomic bomb secret will be entrusted to a world or- 
ganization is bringing Soviet around to more 
friendly attitude, but State Department expects 
stand-offish treatment from Moscow until that be- 
comes a reality. 

WHEAT PURCHASE methods newly created by this 
government sets the pattern for future procure 
ment in time of emergency. Under the plan, farmers 
can sell today and consider the price received as 
income of this year or next, for tax purposes. 
Growers would prefer to hold in storage rather 
than go into higher tax brackets while present rates 
prevail. They’re betting on lower levies in 1947. 
Agriculture has sufficient votes in Congress to bring 
about the decrease. And, once the policy is estab- 
lished difficulty may be expected if the same treat- 
ment is denied non-agricultural sellers to Govern- 
ment. 

INEPTNESS in the operation of Democratic National 
Committee headquarters is cutting short the days 
of Robert EK. Hannegan’s chairmanship. Several 
subordinate employees were disciplined following 
the mass criticism of Southern Congressmen but 
satisfaction was not full. Then came “one of those 
unfortunate things”—a letter from committee head- 
quarters asking local chairmen to encourage strong 
candidates to file for Congress in districts already 
represented by party members. Hannegan is get- 
ting the blame even though he was hundreds of 
miles from Washington during the happenings. 
He’s ill; will probably bow out soon. 


STASSEN presidential stock is booming. The former 
governor of Minnesota overshadowed Republican 
party elder statesmen at the national committee 
meeting here although B. Carroll Reece, Bricker 
wing candidate, won the chairmanship. Came the 
Gridiron Dinner and Stassen was selected as the 
“Opposition Speaker” (the club always is addressed 
by one leader of the party out of power). The role 
is a valued one; a political springboard to news- 
paper prominence, a chance to “sell” oneself to an 
important gathering of national notables. 
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Long talked about, reduction of Federal payrolls is 
about to become a fact. A coalition in both house has agreed to 
support riders to all appropriation bills establishing personnel 
ceilings in the agencies. In that way, lump sums will be granted 
for payroll, departments must keep within them, separate 
employees if necessary. 

Objective will be to set the Government back to the 
size it was in December 1940, when it had about one million 
employees. Decline from the present force—about 2,400,000 civi- 
lian workers—will be set at the rate of eight to ten points 
per month. 


Republican high command has hope of persuading Rep. Clare 
































current session. Reliance is placed upon petitions being cir— 

culated in her home district pleading "don't retire in this 
dangerous hour." GOP bigwigs hope La Luce will use woman's prerogative to change her 
mind. Odds are against it. 

Government agencies are working tozether on studies to revive traffic on the 
inland waterways. Emphasis is on increased efficiency and lower cost of package 
freight transportation. On rivers, canals and connecting channels, package 
handling has been halved since the last pre-war year. 


Requisitioning of vessels for wartime service was a major factor in the 
business decline, but inadequate terminalfacilities also contributed. Studies 
show normal service on bulk commodity handling can be resumed speedily. Federal 
assistance in procuring vessels may be needed to revitalize the package freight trade. 


Tinplate presents the most serious problem of supply confronting industry. 
Since settlement of the steel strike mills have delivered a terrific job — plate 
production has gone up to 89 per cent of capacity. 


Stoppage of soft coal production could reverse the picture in direct pro-— 
portion to the tonnage not mined during the labor dispute. Certainty is that commit— 
ments to foreign countries must be scaled down sharply or domestic industry must go 
without. Estimates of home needs plus promises to foreign countries add up to 
90,000 tons over anticipated production. 


British, meanwhile, are using their steel and tin.to make automobiles and 
other consumer goods for the export markets. There's almost no tinplate production. 
This government will ask Britain to resume plate making, supply its normal prewar 
markets. There will be resistance on the theory that British economy cannot hold up 


without the export market. = 


Confusion current throughout the country as to what industrial and business 
construction may be continued, what must be stopped to give right-of-way to veterans’ 
home building now is backing up on Washington. Civilian Production Administration 
and Federal Housing Adminstration are thrcwing up their hands. 


Enforcement machinery is still in the idea stage; the Wyatt stop order was 
issued before a sufficient administrative staff could be set un and briefed on the 
rules. Result is that builders, contractors, businessmen and the public generally are 
looking to Washington for the answers. And there won't be any answers for several 
weeks at least. 


Featherbedding and all its implications are coming in for lively attention, 
spurred by successin putting the Petrillo Fill through Congress. Washington has been 
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~ frustrated in its attempts to take labor unions to task for antitrust law violations; 
agencies have had no cooperation from Congress in that direction. 





Latest move will be to turn the publicity spotlight on some of the smul- 





duggery that exists, organize public o} opinion against it. Gen. Albert J. Brown ing, 
new chief of the Office of Domestic Commerce has set out to "call the shots" on re— 
strictive practices of unicns ‘which outlaw new equipment and machinery, limit the 


amount of work a man may perform. 

















First focus will be on the union prohibition against spray painting. Depart- 





ment of Commerce has no punitive powers to invoke but it intends to inform localities 
what goes on, what it means in dollars and cents to the public, specifically to the 
home owner. 











Normalcy note: Office of Price Administration has released this sonduncenest: 





"Higher ceiling prices have been established for Quebracho extract, urunday extract, 
myrobalans, divi divi, tara and albarrobille. The cost of living is not affected." 
Who knows? 





Industry has been asked to guide the Department of Commerce Office of Pub-— 


lication Board in determining what part of the tons of scientific and industrial 








material collected in Germany should be microfilmed and made available’ to American 








business. 


Priceless information is at hand but the Government must avoid lost motion in 


—S eee eee 








separating the important from the useless or outmoded. Classification has been com— 
pleted; now direction and some manpower are needed. Industry has been asked to nom— 
inate experts for~six—month assignments abroad. 











Unexpectedly large tax receipts, together with unexpectedly large reduction 








in expenditures have produced temporary budget surpluses which may cause the Treasury 
to expand the scale of planned debt requirement. And that would bring on demand for 
further tax reduction. 











Secretary Vinson rink taieg that demand could be insistent, and tiie He has 





set up an answer to the tax-—cut argument, brief and convincing: high debt charges, 
payments to war veterans and maintenance of military defenses will necessitate a 
federal expenditure level far above that of pre-war years. Tax reduction must wait. 





State Department is concerned over the extent which Russia is playing politics 











with food. Itself a recipient nation for aid from UNRRA, the Soviet has sent a ship— 
load of staples to Fran¢e-for pay and with a fanfare of publicity. A Russian boat was 
used and the Russian government staged a ceremonial landing at the French docks. 











Recalled here is the fact that this country's first contribution of coal last 








year arrived in France minus celebration. It was taken for granted. Now that the 
coal strike will interrupt shipments, contrast between Russia's aid to France and 
our's, will be emphasized to great disadvantage to the United States. 











Elections are nearing, in France. Russia's methods, say Congressional 











leader's are forcing this country to practice rival diplomacy at a delicate period. 








The rivalry, on this side, may take the form of speeded monetary credits. 








There's little to support rumors that Herbert Brownell has suggested more 








formal coalition between the Republican party and the conservative Southern Democrats 








- a third party in name, but a strengthened Republican party in fact. Brownell, who 
gathered political leaders here at an off—the-record dinner following his retirement 
as GOP national chairman, denies it. 











Third parties have not had healthy existence in the United States despite 


popular leadership which, at different times, included Robert M. LaFollette, Sr., 





and Theodore Roosevelt. And recent history is fresh in the minds of Brownell and other 
politicos: the Progressive party that bloomed in Wisconsin, dominated that state's 
affairs for several years, has re-joined the Republican camp. It was that or defeat 
for Senator Robert M. LaFollette, jr. 








in the United States, a third political party apparently lives only as long as 














the major issues which brought it into existence remain in the public mind. 
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By : 
HENRY L. BLACKBURN 


oat James Carsar Pertritto smilingly re- 
marked to reporters a few days ago, “Every- 
thing is fantastic today,” he wasn’t kidding. The 
truth of this incisive analysis of modern politico- 
| economic trends is undeniable. You may quarrel 
y with this labor czar’s philosophies, but not with his 
logic in appraising prevailing conditions. 
In commenting on his startling wage demands on 
motion picture producers, the head of the Ameri- 
5 can Federation of Musicians was not asked to 
elaborate on his revealing observation or to disclose 
what domestic policies he regarded as especially 
weird. The colorful Mr. Petrillo may have been re- 
ferring to recent Congressional legislation, or per- 
haps only to the unusual weather this spring, but 
at least his remarks seem particularly descriptive 
of the strange transformation that has come over 
textile manufacturing in recent years. 






wm | 


Vertical integration, which has affected in vary-. 


ing degree the growth of almost every industry of 
mportance, has become one of the live topics of 
discussion in cotton goods manufacturing, where 
the practice now has gained unprecedented mo- 
mentum. Outside the trade the movement has only 
.tecently begun to attract attention. Economists 
have likened the development to events which char- 
acterized expansion in the automobile industry a 
generation ago and assumed that it portends only 
beneficial economies in production and distribution, 
but trade authorities have expressed anxiety lately 
over eventual consequences. Executives long identi- 
fied with cotton goods manufacturing fear disas- 
trous results not only for small independent con- 
cerns, but for the large units as well that may 
become so overextended and unwieldy that they may 
flounder in the period of intensified competition 
anticipated as soon as deferred consumer demand 
is satisfied. 


hes] 


In the textile industry the trend toward 
vertical integration has been marked, but 
opinions vary as to its future soundness. 
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—Trends Toward Vertical Integration 
Invite Serious Consequences 


Doubt over prospective benefits from the integ- 
rated system of production apparently has been 
raised anew by an indicated reversal in the Ford 
Motor Company’s policy. Under the presidency of 
the aggressive Henry Ford 2nd, this leading factor 
in popular priced motor cars has taken steps to 
withdraw from incidental activities—such as pro- 
duction of tires and safety plate glass. Its ex- 
tensive fleet of lake carriers, ocean ships, canal 
boats and tugs has been reduced to a minimum, 
while research projects unrelated to the automo- 
bile industry are being abandoned. Steps are being 
taken to modernize operations in the Rouge paper 
mill and in the affiliated steel mill to determine 
whether these plants can prove profitable. Indica- 
tions are that unless such non-automotive manu- 
facturing units can be made self-sustaining, they 
too will be turned loose. In other words, the vertical! 
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integration idea which seemed so essential as the 
corner stone to Ford success a quarter of a century 
ago, now appears outmoded and doomed. Special- 
ization is the motivating force today. . It will be 
interesting to see to what extent the General Motors 
decentralization program involves lopping off sec- 
ondary or non-automotive activities. 

In the textile industry, streamlining of opera- 
tions has made such rapid progress that realign- 
ments in distribution are becoming increasingly 
complicated. One of the major organizations has 
expanded operations until now it links every step 
in processing the raw cotton staple from the gin to 
the ready-to-wear merchandise offered in retail out- 
lets. Theoretically economies in the chain of oper- 
ations should permit not only wider profit margins 
for the manufacturer but lower retail prices for the 
consumer. This pattern has been the justification 
for vertical integration in other industries in the 
past. Under present day conditions, however, there 
seems to be a question whether such economies can 
be retained in full. Labor organizations are smarter 
than in past decades and are quick to seize any 
opportunity for gaining increased participation in 
benefits derived from manufacturing short-cuts. I+ 
is not easy to resist such demands when large in- 
creases in earnings are obvious. Moreover, close 
supervision which contributes to efficiency in small 
organizations tends to weaken when a small pri- 
vately owned company becomes merely a unit in a 
large industrial empire. Hence, the economic ad- 
vantages of integration actually may not be so real 
as might have been possible under conditions that 
prevailed a generation ago. 

Justification for the consolidation trend in tex- 
tiles is based on unusual circumstances that de 
veloped during the war. Fundamentally these ab- 
normal conditions had their origin in government 
enforced price controls. When manufacturing 















































In a vertical set-up the activities of the 
mill, the manufacturer, distributor and retailer 
are all embraced within one organization. 
Photo by Ewing Galloway 
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costs began to rise in reflecting higher wages, the 
squeeze first become unbearable at levels where 
margins historically had been narrow. Operators of 
spinning and weaving mills found it more profitable 
to close their plants than to operate at a loss when 
they were unable to obtain price relief. Their only 
alternative was to sell plants to new owners who 
might introduce new products commanding revised 
OPA schedules. Moreover, tax regulations made 
property sales especially advantageous. A mill 
operator could profit more from a long term, capital 
gain than from current income subject to high war 
time imposts. 

Larger units in the industry needing increased 
quantities of particular types of raw material 
proved eager buyers of small mills. Such expansion 
could be financed to a considerable extent out of 
earnings otherwise destined to go for heavy taxes, 
Hence, actual net costs, even though inflated by 
ordinary measurements, seemed not too excessive. 
According to trade reports, well managed spinning 
mills changed hands on a basis of as high as $100 
1 spindle whereas eight or ten years ago no one 
would have thought of paying more than $50 a 
spindle. Many mills were regarded as fairly ap- 
praised on basis of $35 a spindle. Naturally, the 
question arises whether such costs can be supported 
when competition intensifies in the next few years. 
Some trade authorities fear that the time may come 
when spinning and weaving mills again may be 
available at valuations substantially below current 
ievels. 


Integration in Textile Industry 


The extent to which integration has infiltrated in 
the textile industry probably is not generally ap- 
preciated. According to the National Association 
of House Dress Manufacturers, which conducted a 
recent survey, about 80 per cent of production in 
cottons is being converted in integrated mills com- 
pared with 17 per cent before the war, while in 
rayons about 60 per cent is being mill converted. 
Between two-thirds and three-quarters of all cot- 
tons output now goes through various steps of in- 
tegration, it is estimated. Some trade people feel 
these estimates are high but they admit that supplies 
of goods in non-integrated units are seriously in- 
adequate. 

The scarcity of broadcloth and other cotton 
goods available for men’s shirts presents a problem 
for large manufacturers such as Cluett Peabody & 
Co. This concern has a mill which supplies about 
20 per cent of its normal requirements and man- 
agement has been considering the possible necessity 
of expanding production of raw materials. The 
company would prefer to purchase cloth require- 
ments from outsiders but currently is able to obtain 
only about half the material that could be utilized. 
The outlook for obtaining additional quantities is 
regarded as unpromising. 

An idea of the extent to which this movement has 
spread can be gained from a study of the expansion 
of United Merchants & Manufacturers, Inc. This 
company controls 26 subsidiaries whose operations 
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include almost every type of textile manufacturing 
and distribution. Beginning with knitting and 
weaving natural and synthetic yarns, this company 
converts, prints and finishes and also fabricates 
cloth. It engages in retail as well as in wholesale 
distribution. ‘This company recently acquired con- 
trol of a chain of men’s stores and organized two 
other subsidiary chains selling men’s and women’s 
clothes. More than 30 retail stores now are oper- 
ated and the management apparently believes that 
an increase in proportion of sales and earning 
power may develop from retail activities. Another 
company which has grown rapidly is Textron, Inc. 
This concern and its predecessor companies were 
primarily engaged in dyeing and processing rayon 
yarns. War work provided the basis for extensive 
growth. After acquiring mills for weaving, the 
management turned to acquisition of cutting and 
sewing plants and contracted for production of 
large government parachute requirements. This de- 
velopment naturally led to rounding out a fully 
integrated organization. Considerable emphasis has 
been placed on developing the trade name and on 
opening distribution channels. 


Woolen Industry Integrates 


What has taken place in the cotton textile indus- 
try has in effect been duplicated in the woolen in- 
dustry with the trend toward a vertical set-up em- 
bracing the mill, the clothing manufacturer and the 
retailer. For example, Botany Worsted Mills has 
made an arrangement with H. Darnoff & Sons, pro- 
ducers of men’s suits, overcoats, and topcoats, for 
the latter to have the entire mill output of Botany. 
The Darnoff organization arranges and handles th 
flow of finished garments through retail outlets. 
According to Botany officials, the elimination of 
selling costs has permitted the sale of fabrics te 
Darnoff at a price considerably below competing 
offerings. 

Presumably companies which have expanded dur- 
ing the war hope to solidify their position in the 
prospective postwar boom. Chances of success in 
this direction would be improved if government 
controls were eliminated. If it is necessary to sub- 
mit to price regulation while the vast deferred de- 
mand is being satisfied, these big textile combines 
may be vulnerable when profit margins begin to 
shrink and competition becomes keener. 


Other Fields Abandon Integration 


_In raising the question of future difficulties, it is 
interesting to note that pioneers in vertical integra- 
tion are modifying their policy while younger or- 
ganizations are continuing the experiment. The 
recent disclosure that the Ford Motor Co. already 
had disposed of holdings worth millions of , dollars 
has been mentioned. The younger Henry Ford has 
indicated a determination to concentrate on motor 
car manufacture. In another industry, the same trend 
is observed. The Kroger Grocery & Baking Co. has 
withdrawn from meat processing as a sideline in 
distributing food through its system of supermar- 
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kets. By contrast, Food Fair Stores, Inc., a newer 
grocery chain, recently has purchased a slaughter- 
ing plant and has indicated its intention of con- 
tinuing to operate another plant which it leased a 
few years ago. Kroger explained its decision to sell 
three meat packing plants by saying that the end 
of the war alleviated the supply situation and im- 
proved the prospect of obtaining adequate meat 
from outside sources. The management remarked 
also about the small margin of profit inherent in 
slaughtering and processing meat for retail dis- 
tribution, indicating its belief that this specialized 
activity properly belonged to organizations better 
qualified to operate the plants profitably under 
present disturbed ‘conditions. 

Indicative of concern felt over consequences of 
integration in the textile industry is the frequency 
of trade conferences on the subject. At a discus- 
sion held under auspices of the Textile Square Club 
a month ago, forecasts were heard of possible future 
industrial dislocations. 


Effects Upon Distribution Channels 


Distribution channels have been seriously threat- 
«ned according to Erwin Feldman, counsel for the 
House Dress Manufacturers Association, previously 
mentioned. He said deceptive shortages are being 
created by restricting normal outlets. Large vol- 
umes of materials are finding their way into the 
hands of a relatively few leading manufacturers, 
leaving inadequate sources for numerous small in- 
dependents. These users of piece goods are com- 
pelled to shop around for their requirements with 
the result that their orders are duplicated many 
iimes over. Mr. Feldman contended that the sell- 
ing organization in marketing gray goods for in- 
tegrated companies could not possibly handle dis- 
tribution effectively under normal conditions. He 
expressed the opinion that between 300 and 409 
converters formerly served thousands of cutters-up 
throughout the country. They were equipped to 
style fabrics to the particular needs of regular cus- 
tomers, making relatively small sales and taking 
ordinary credit risks. The large organizations 
lacking this experience gained from personal con- 
tacts with customers obviously will be greatly handi- 
capped and may expect to encounter considerable 
confusion. 

It seems doubtful that integrated organizations 
will be prepared to provide essential services on a 
national basis and present the necessary variety of 
styles. At least, this was the general consensus of 
those offering criticism of the integration movement. 
Large unwieldy groups could not hope to compete 
under normal conditions with small alert concerns 
having close personal relationships with manufac- 
turers. 

Some of those at the recent conference expressed 
the view that newly established integrated com- 
panies may not intend to continue the idea beyond 
the present emergency. Some observers foresaw the 
possibility of a reversal in this trend as soon as sup- 
plies of raw materials began to show evidence of 
abundance. (Please turn to page 112) 
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—Potential Effects on the Western Hemisphere. 


the WHAT MUST HAVE BEEN the great dismay to 
the makers of Latin American policy in our 
State Department, the Argentine elections held last 
February legalized Colonel Juan Domingo Peron as 
the next President of the Republic on the River 
Plate. However, new that the Argentine people 
have made their choice, there is little for Washing- 
ton to do but to extend recognition to the Peron 
Government when it assumes power. The long- 
drawn out conflict between the United States and 
the Argentine nationalists who came to power by 
revolution in June 1943 thus ends with victory for 
the latter. They have been vindicated, and there is 
only hope that the relations between the two coun- 
tries will improve. 

In viewing the events following the nationalist revo- 
lution many 
people, especi- 
ally business 
men who have 
been anxious 
to see the res- 
toration of 
normal trade 
relations with 
Argentina, 
place on our 
State Depart- 
ment a certain 
amount of 
blame for the 
unhappy rela- 
tions. They 
claim that the 
Department 


PERON 


Photo by Press Association 








Argentina's economy has long been based on its pro- 
duction of foodstuffs, notably wheat and cattle. Now 
Argentina aims towards greater industrialization 















& A 





































showed inconsistency in the handling of the “nor, 
intervention” issue and that as regards Argentina, 
our policies often smacked of a personal fight be 
tween Colonel Peron and the Assistant Secretary of 
State, Spruille Braden. They point out, with a cer 
tain amount of justification, that the British, whe 
certainly had more reason for disliking the national 
ists for their hostility to British capital have bee: 
careful to avoid any open rift with the Buenos Aire 
Military Governments. 

The economic policies pursued by us during th 
war played into the hands of a more radical anif 
uncompromising element among the Argentint 
nationalists, one of whom has been Colonel and nov 
President-elect Peron. The help we gave Braz 
during the war in promoting her industrializatio 
while limiting to a bare minimum the exports 0! 
badly needed industrial and transportation equip’ 
ment to Argentine, was unquestionably justia 
from our point of view, but it made excellent props 
ganda for military preparedness in that country: 
Finally, the publication early this year of the so 
called Blue Book with which we hoped to discredit 
the Argentine nationalists by pointing out thei 
Axis affiliations, actually backfired simply becaus 
many Argentinians regarded it as interference i 
their domestic affairs. Once more its has been prove! 
that democracy, when imposed with the help of fore 
or foreign intervention, may go unwanted. 

The fact remains that Peron and the nationalist 
voted in by the largest congressional majority i 
Argentine history are there to stay probably for 
many years to come. Social and economic changé 
that were inaugurated following the June 194) 
revolution will be continued and extended. Hov 
will they affect the American businessman and th 
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American investor? Will it be possible to resume 
business as usual? Will Argentina continue to be 
“the health resort” for foreign capital? After all, 
Argentina, in spite of revolution, has remained one 
of the most lucrative markets not only in Latin 
America, but in the world; too, despite the revolution 
she has been meeting all her financial obligations. 

All these questions are difficult to answer. The 
Argentine nationalists are determined to make the 
country economically independent. But they are 
equally determined to liquidate the last vestiges of 
the liberal, free-trading Argentina which was ex- 
changing farm products for industrial articles. For 
the time being, while the world is short of food and 
raw materials, there should be no difficulty in ex- 
porting at good prices. Later bilateral trade agree- 
ments may be favored. 

Since economic independence and _ self-sufficiency 
is on the nationalist program, the Peron Government 
will probably go in for the promotion of new in- 
dustries and for liberal protection of those enter- 
prises which may prove essential in case of war. In 
the cards is also heavy taxation of large fortunes, 
the breaking-up of large landed estates to make 
room for hew immigrants, more social reforms 
some of which, incidentally, are overdue—and prob- 
ably a rougher handling of foreign capital. But 
since all things are relative, the average business- 
man and investor will still find Argentina incompar 
ably more inclined toward free enterprise than 
some of the countries on the Continent of Europe. 

As a whole then, the assuming of power by Col 
onel Peron will not mean much change in doing 
business with Argentina. As a matter of fact, the 
fight for the Argentine market is already in full 
swing. In addition to the Americans, the British, 
the Swedes and the Swiss, the businessmen from 
France and Belgium are beginning to be active of 
late, and even the Russians are sending a trade 
delegation. The British exports to 
Argentina in January 1946 are re- 


transportation equipment. It is said that Argentina 
needs immediately at least 100,000 passenger cars, 
only about one-half of the cars in the country being 
in condition to be operated. 

According to the just published annual report of 
the Central Bank, Argentine gold and foreign ex- 
change reserves reached the equivalent of about 
$1,835 million as of the end of 1945; Argentina 
holds, therefore, more than 40 per cent of the gold 
and foreign exchange reserves of entire Latin Am- 
erica. If Argentine exports remain around the 
present level ($750 to 800 million), the country 
could easily import goods at the rate of $700 million 
a year without an appreciable drain on the gold and 
foreign exchange resources. 

In general, from the viewpoint of the American 
importer or exporter, no great changes are likely to 
result from the February elections or the eventual 
assumption of power by Colonel Peron. Argentina 
will have to trade as much as before, and her de- 
ferred requirements of industrial products are huge. 
It is the investor, either a holder of Argentine 
securities or an industrialist who owns a plant or 
intends to build one, who will have to watch the de 
velopments in Argentina more carefully than ever. 
The source of trouble is likely to be the fiseal 
policies of the Peron Government and the danger 
that the purchasing power of the peso may decline 
at home as well as abroad as a result of the speeding 
up of inflationary processes. 

The Military Governments of Rawson and Far- 
rell inherited some inflation from the conservative 
Castillo Government, but it was inflation resulting 
principally from the inflow of foreign funds repre- 
senting either refugee capital from Europe or the 
proceeds from exports which could not be spent 
from imports. With the Nationalists coming to 
power considerable purchasing power began to be 
generated also as a (Please turn to page 115) 





ported to have exceeded materially 
the prewar level]. 

As will be seen from the accom 
panying table, Argentina used to 
absorb before the war about $400 Country: 
to $450 million of foreign goods, of 
which about 20 per cent was sup- 


plied by the United States. By 1937-39 .......... 


1945, partly because of short sup- 
plies in this country and party be- 
cause of economic pressure, we sup- 
plied Argentina with only about 13 
per cent of her imports. According 
to the table, Brazil is now the larg- 








Distribution of Argentine Foreign Trade 
(In Millions of Pesos at Official Buying Rate) 


United Other British European All Grand 
States Brazil West. Hem. Empire Neutrals Other Total 
EXPORTS TO 
221 86 62 577 67 754 1,767 
562 83 138 553 197 1,533 
492 103 220 689 161 26 1,691 
503 126 329 926 147 14 2,045 
53 205 324 1,010 206 18 2,296 
574 250 388 740 261 254 2,467 


IMPORTS FROM 


est supplier of Argentine imports. 1937-39. 284 51 90 371 63 551 1,410 
Because of exceptionally large 1941 370 123 169 314 110 1,086 
exports on one hand, and the in- 1942 329 190 142 264 127 14 1,066 
ability . . 1943 150 169 123 222 132 3 799 
ability to import on the other, Ar- “— 126 292 160 161 146 2 887 
gentina accumulated during the BE vegies 136 285 192 186 202 7 1,008 
war a huge gold and foreign ex- Source: Annual Reports of the Banco Central de la Republica Argentina. 
change reserve, part of which will Note: Figures from Argentine official trace statistics were recalculated by the Central 
] > wt 1 t bt * I 1] = ] 1 . Bank so as to put the export and import data on approximately comparable basis. 
- Oo obtain bac y needed m- Ordinarily the exports are given in ‘‘tariff values,'' while the imports are reported on 


dustrial and mining equipment, “market value" basis. 





special tools and machinery, and 
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Oil, one of the most vital of war munitions, may well determine place 
the future balance of power among the major nations of the world. of M 
tallin 
HEN Ex-Srcretary Ickes in 1943 voiced his more than double in quantity, while oil “resources” J West 
W aecbatable theory that the nation’s oil supply are so large as to defy estimation. While the latter 
would prove insufficient “to oil another war of this cost more to produce, naturally, all of the major 
size”, and that the United States must obtain a governments are spending large sums with an eye Oi 
fair measure of access to foreign oil resources, he to their eventual economic development, should other J j,¢6] 
echoed a basic factor which has led to international supplies shrink, and experts predict that on a pinch [| ,,), 
strife more than once in the past and may some- world demand could be met for the next thousand J \):), 
time flare up again. Even now, when the big ques- years. Indeed, by substantial reliance upon “syn- othe 
tion should be how to oil the peace, we see Russia thetics”, Germany was able to fuel her tanks and _ q 
reaching out her hand to secure at all costs a share planes for a long time in War II, although output e 
in the petroleum of her small neighbor, Iran. But was limited and the cost high. lion | 
granted that the world will soon settle down to a As science has established that petroleum is the | g ee? 
long period of tranquil international relations, the — ;esult of millions of years impact by sunlight upon hn 
control of oil supplies throughout the world by the decayed marine organisms, it has become possible as 
major powers will continue to be a matter of tremen- for geophysicists to locate four principal areas on 
dous economic and political significance. Current the globe where the former presence of seas has led MA 
distribution of oil holdings by different nationalities, to the accumulation of huge oil deposits. Roughly varie 
therefore, is interesting to examine. defined, these areas are the Caribbean-Gulf of Mex- iti 
Sn ee Ee ico regions, the Mediterranean-Middle East, the Far 
7 Kast Basin which includes the Indies, China and | 


At the outset of the discussion it is well to realize 
that potential sources of oil supply must be defined 
in three categories. “Proven reserves” are those 
where drilling has established determinable quanti- 
ties of crude which can be produced under current 
methods and at known costs. Additionally are plain 
“reserves” which also have been found by drilling 
but which may require further study or expense to 
develop profitably, although the quantity under 
ground is well known. Lastly are what are termed 
oil “resources” which include oil recoverable from 
partially depleted wells, shale, natural gas, coal and 
from favorable but undrilled areas. In January, 
1944, “proven oil reserves” throughout the world 
amounted to some 51.2 billion barrels or about 13 
billion barrels more than had been produced up to 
that date. “Reserves”, however, undoubtedly are 
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Japan, and strangely enough the North Pole area 
which has not been proven up as yet. 


U. S. Leads in Proven Reserves 


In scanning definitely proven reserves in different 
countries enterprise and cash has put the United 
States far in the lead to date, our 20 billion-barrel 
clearly defined supply of oil representing 39% of 
the world total compared with a relative 32% for 
the Middle East with its proved reserves of 16.5 
billion barrels. Statistically, Russia, and Venezuela 
are trailing along about equally with about 5.7 bil- 
lion barrels each, accounting for about 11% of the 
world supply each, but it must be borne in mind 
that in the case of Russia the figures relate to her 
theoretical proven reserves more than two years ago. 
In Europe, Russia controls all known oil resources. 
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‘Recently reports from Russia estimate known re- 
“serves at 22,500,000,000 barrels, or about 10% more 
‘than in the United States. Estimates given for all 
'these countries also include no credit for holdings 


outside of their own borders or of promising oil 
deposits which might tremendously expand their 
domestic reserves. Thus the one billion barrels of 
proven reserve of the East Indies, for which the 
Japanese fought so bitterly, may prove to be a very 
modest estimate in the near future, as might be also 
said of Mexico and Colombia with relative proven 
reserves of 700,000 and 500,000 barrels. 


As for actual production in different areas, the 
Truman Committee in 1943 estimated the total 
world output of crude oil as 2.27 billion barrels, 
of which 1.5 billion barrels, or more than half, came 
from wells within the United States. Percentage- 
wise, American production at home was 63.7% of 
the world’s total in that year, and American con- 
cerns abroad produced an additional 19.5%. Total 
investment of the American petroleum industry has 
been estimated at $15 billion. Output of crude oil 
in Latin-American countries finds Venezuela in top 
place with 187 million barrels, combined production 
of Mexico, Argentina, Colombia and the others to- 
talling about 126 million barrels. Sum total for the 
Western Hemisphere is 1.8 billion approximately 


Foreign Production 


Oil production in Europe is centered predomi- 
nately in Russia, where output is 240 million bar- 
rels, Rumania holding second place with 36 million, 
while Hungary, Germany, Austria and Poland to- 
gether account for some 27 million barrels. Rated 
production in the Middle East is about as follows: 
Iran, 78 million barrels; Iraq, 26.6; Egypt, 8 mil- 
lion, Saudi Arabia, 5.4 million and Bahrein Island, 
8 million. In the Far East, the Dutch Indies ac- 
count for 20 million barrels and other oriental 
countries in that section for 13.7 million. 


With some idea in mind of the productivity of the 
various nations in the shape of oil and their re- 
spective proven reserves, the big question of controls 
arises to assume top importance. Boiled down to 
simplest terms, little study is required to envisage 
the United States and Great Britain as controlling 


A mountain pipeline serving the impor- 
tant Anglo-Persian oil fields in Iran. 
Photo by Press Association 
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almost all of the world’s proven oil supplies, aside 
from those dominated by Russia. The main con- 
sideration does not involve outright ownership of 
foreign oil fields so much as legalized control, for 
in most countries extraction of crude oil is achieved 
on a basis of substantial down payments, followed 
by contractual terms. 

Politics, accordingly, enter heavily into.the pic- 
ture, for back of all economic factors is the far 
stronger weight of military necessity. For decades 
past, the rapid mechanization of warfare has 


Familiar scene at Ploesti, Rumania, an oil 
center now virtually controlled by Russia. 





brought dependence upon petroleum products to an 
all-time peak importance. To cite a single up-to- 
date example, a fleet of 2,000 four-engined bombers 
in the course of a six-hour raid consume 3.5 million 
gallons of 100-octane gasoline. Under modern con- 
ditions, either successful defense or attack would be 
utterly impossible without an ample supply of oil 
in some form. To secure this advantage, therefore, 


‘the major powers have strained themselves to extend 


and fortify their foreign sources, and every move 
made in this direction has been attended by irter- 
national concern and suspicion. 

As Great Britain has no oil on her home islands, 
her stake in the search for adequate outside sup- 
plies has been tremendous. By the end of War I, 
the British fleet had completely abandoned its pre- 
vious reliance upon coal for fuel and had adjusted 
its entire economy to an oil basis. The Government 
itself soon after bought a half interest in the Anglo- 
Persian Oil Co. (now the Anglo-Iranian Oil Co.) 





AMERICAN COMPANIES HAVING 
IMPORTANT FOREIGN OIL RESERVES 


Holdings 


Has join: concessions with Stand- 
ard Oil of Ohio on 400,000 acres 
in Venezuela. Driiling operations 
are scheduled to start this year. 


Company 
BARNSDALL OIL 


CREOLE PETROLEUM Company is rated largest produc- 
er of crude oil in Venezuela. Con- 
cessions total in excess of 4,000,- 


000 acres. 


Gulf has joint ownership in an oil 
concession covering state of Ku- 
wait, in the Persian Gulf. Company 
is a'so one of the largest producers 
in Venezuela and recently report- 
ed oil discoveries in Nicaragua. 


GULF OIL 


SINCLAIR OIL Has obtained potenitially import- 
ant‘oil concession in Ethiopia. Also 
has important holdings in Vene- 


zuela. 


SOCONY-VACUUM Company is engaged jointly with 
Texas Co. in development of Bar- 
co concession in Colombia. Has 
large concessions in Venezuela. 
Owns half interest in Near East 
Development Corp., which has a 
23.75% interest in oil produced 
from concessions held by Iraq Pe- 
troleum Co. Latter is engaged in 
construction of a new pipeline 
able to deliver 90,000,000 barrels 
of crude per day. 


STANDARD OIL CO. OF CALIF. Has concession in Venezuela to- 
talling 2,890,089 acres and in Co- 
lombia, 701,764 acres. With Texas 
Co.. jointly owns Arabian Ameri- 
can Oil Co., and Bahrein Petroleum 
Co., Ltd., which has oil holdings 
ranking among the most important 
in the world. Also jointly owns 
Trans-Arabian Pipe Line Co., which 
will construct a pipeline from 
Saudi Arabia to the Mediter- 
ranean Sea. 


a tad 


TEXAS CO. See above remarks relating to Texas 
Co., in connection with Socony- 


Vacuum and Standard Oil of Calif. 


Has acquired large concessions in 
Paraguay. 





UNION OIL CO. OF CALIF. 














and by the expropriation of former German hold- 
ings in the Turkish Petroleum Co. gained 75% con- 
trol of this concern. This latter acquisition high- 
lights the changing picture as to foreign oil holdings 
under the impact of political upheavals, and as a 
matter of fact Britain herself had lost her valuable 
oil properties in Russia through expropriation 
after the Revolution in 1917. When Sir Henri 
Deterding, of the powerful Royal Dutch Shell Co, 
became a British subject after War I, the influence 
of Great Britain in oil concerns was extended to 
many important foreign oil fields, ranging from the 
East Indies to the Caribbean area and even within 
the borders of the United States. 

Prior to World War II, lack of a well-defined 
international oil policy in Washington forced our 
farsighted and aggressive American oil concerns to 
expand their foreign oil interests as best they could 
alone, and that they have succeeded so well, par- 
ticularly in Venezuela and the Middle East, attests 
strongly to their determination and ability to dicker 
with foreign nations and established competitors in 
those regions. Some 20 years ago, Standard Oil of 
New Jersey and Socony-Vacuum Co. managed to 
acquire nearly a fourth share in the Iraq Petroleum 
Co., along with British, Dutch and French concerns. 
8.0. of California also acquired rights on the Island 
of Bahrein in the Persian Gulf and since 1932 has 
developed large-scale production there. More re- 
cently, S.O. of California joined forces with the 
Texas Co., allotting to it a share both in the Bahrein 
Oil Co. and in the Arabian American Oil Co.; as 
a result these two strong concerns have a monopoly 
of the rich oil output of Saudi Arabia, which they 
are preparing to pipe to an outlet on the Mediter- 
ranean. One more American competitor, the Mel- 
lon-controlled Gulf Oil Corp., obtained in associa- 
tion with the Anglo-Iranian Co. rights to all oil 
in Kuwait. While proven reserves in all these Mid- 
dle Kast areas have far exceeded the expectations of 
the American companies in control, experts are cer- 
tain that readily accessible oil pools as yet untapped 
have enormous potentials for profitable production. 

Stemming from War experience, policies of Wash- 
ington in late years have finally become rather too 
expressive to suit the large oil concerns, for. as 
everyone knows, Mr. Ickes nearly had his way in 
constructing a Government-owned pipeline through 
Arabia, which would have in effect controlled all 
the private output tributary to it. But the recently 
concluded Anglo-American Oil Agreement between 
the two English speaking nations, may go a long 
way towards smoothing the path of oil development 
throughout the world, although some Government 
control of oil prices may annoy private producers. 
Basic idea of the Agreement is to force respect for 
all present valid concessions and contracts, to assure 
ample supplies of oil to all peace-loving countries 
and to establish the Open-Door policy in all oil areas 
not now under concession. 





























































The Russian Enigma 


While chances are bright that most nations will 
readily favor the International Petroleum Commis- 
sion which will implement (Please turn to page 112) 
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6 Low Priced Stocks 


— With Unrealized Profit Potentials 


° By Magazine of Wall Street Staff 


N CLASSIFYING certain stocks as low priced, the 

term must be interpreted relatively as well as 
literally. A stock may be selling within a given 
price range—say between 20 and 30—and to that 
extent might logically be classed as-low priced rela- 
tive to present market levels. But within these lower 
price brackets there is a much wider range of values 
—fundamental values determined by earnings, divi- 
dends, and prospects—than might otherwise be sug 
gested by arbitrary price limitations. 

At the risk of stating the obvious, but to give em- 
phasis to the point, a stock selling at 30 may be 
grossly overpriced in terms of investment value, 
while another issue, on the same basis, might be 
undervalued at 150. And at this time, at the peak 
of a prolonged rise in stock prices, the former is 
more likely to be the rule rather than the latter. The 
so-called low priced: stocks have for some months 
attracted widespread speculative attention and 
prices have, in many instances, been bid up to a 
point where potential earnings and dividends would 
have to be substantially greater than anything that 
can reasonably be estimated at this time. That is a 
typical situation in a bull market, but which in time 
has always adjusted itself, more often than not to 
the disappointment and loss to the investor. On a 
recent day, the ten most active stocks on the New 
York Stock Exchange included eight issues selling 
below 20, and of these, three were selling below 10. 
This is typical rather than unusual. It reflects the 
striving by investors and traders for better-than- 
erage percentage gains. This is a speculative ven- 
ture and is fraught with considerable risk which in- 
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creases in direct ratio to the duration and height of 
a bull market. 

The six issues selected for discussion on the fol- 
lowing pages represent established companies, wel! 
entrenched financially, and with the type of back- 
ground which makes for investor assurance and con- 
fidence. Moreover their prospects at this time shape 
up in a manner foreshadowing higher earnings and 
ultimate rewards to stockholders in the way of 
dividends. Relief from taxes this year should serve 
to enhance earnings and in no instance are such 
factors as higher wages, shortages and pricing diffi 
culties likely to prove a serious stumbling block. Re 
conversion problems and other transitional factors 
have been largely mitigated. 

In the present industrial setting, cross currents 
are so numerous as to make it virtually impossible 
that any one company would be completely immune. 
From our analysis of these companies, however, we 
feel that they are so situated as to be able to cope 
without difficulty with any reasonably foreseeable 
conditions in their respective fields. 

Stated otherwise, it is felt that they meet the re- 
quirements of careful selectivity in the manner which 
has been repeatedly stressed by Mr. A. T. Miller in 
his fortnightly discussions of the market outlock. 
These issues, on the basis of current standards and 
ratios are reasonably priced and income yield is in 
line with the prevailing average, if not somewhat 
better in several cases. Further extension of the 
market rise would doubtless serve to enhance their 
value or, as has frequently been the case in recent 
market sessions, these issues could, we believe, de 
somewhat better than the “averages.” 
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NATIONAL CYLINDER GAS 


BUSINESS: National Cylinder Gas engages in the production of in- 
dustrial gases—oxygen and acetylene. Other products, gaining in 
importance, include cutting-welding equipment and electrodes. Com- 
pany has a 50% interest in Tube Turns, manufacturer of welding 
fittings and forgings, and the Mid-West Carbide Co., a prominent 
producer of Calcium Carbide. An 84% interest is also held in the 
Holland Color & Chemical Co., producing welding electrodes. Com- 
pany's principal outlets include the steel, railroad, automobile, ma- 
chinery and building industries. 


OUTLOOK: For 1945, the company reported sales in excess of $21 
million, a decline of about $3.6 million from the previous year. Net 
available for the common shares was equal to $1.28 a share against 
$1.35 a share in 1944. Dividends from partially owned subsidiaries 
contributed $554,493 to last year's profits. In the first three months 
of the current year, sales were off about $1.4 million, but with the 
advantage of lower taxes, net increased about 26% to 31 cents a 
share for the common stock. These earnings do not include any divi- 
dends received from subsidiaries. A strong financial position is char- 
acteristic; at the end of last year the ratio of current assets to current 
liabilities was 6-to-1, and cash alone of nearly $4 million compared 
with current liabilities of less than $1.4 million. Sales this year, although 
likely to be below the level of war years, should keep pace with the 
trend of general industry. Profit margins, however, will be some- 
what larger and net will have the benefit of lower tax fiability. 


DIVIDEND: Augmented by recently completed plant additions, cur- 
rent earhings should expand to at least $1.50 a share and a larger 
dividend would be warranted. Assuming an increase to 25 cents 
quarterly, the yield would be about 5%, at recent levels around 20. 
MARKET ACTION: Shares this year have had a price range of 
21'/2-17%4 and current quotations around 20 accord prospects a con- 
servative appraisal. 


COMPARATIVE BALANCE SHEET ITEMS 
(in $ thousand) 


















































Dec. 31 Dec. 31 

ASSETS 1945 Change 
Cash $3,887 $2,324 
U. S. Tax Notes 753 75 
Receivables, net 1,622 — 63 
Inventories, net 721 19 
Exc. prof. ref. bonds 60 560 
TOTAL CURRENT ASSETs .. 8,543 3,593 
Plant and equipment 14,572 1,444 
Less depreciation 8,223 2,349 
Net property 6,349 — 905 
Other assets 1,419 3,468 + 2,049 
TOTAL ASSETS 13,623 18,360 + 4,737 
LIABILITIES 

Debentures SION: |Sceashagssesnatovassentaneoavs 150 |. ae 
Accts: payable and accruals .............. 812 44 + 132 
Reserve for taxes 987 277(a) — 710 
TOTAL CURRENT LIABILITIES ............ 1,949 1,371 — 578 
Deferred liabilities Oo «Seen _ 4 
Long term debt 750 — 600 
Reserves 175 + 175 
Capital 4,731 + 3,395 
Surplus 11,333 2,349 
TOTAL LIABILITIES 18,360 t 4,737 
WORKING CAPITAL 7,172 4,171 
Current Ratio 6.2 = 3.7 


(a) After deducting $2.2 million U. S. tax notes. 


Thumbrall Stock Appraioal 
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RHEEM MANUFACTURING CO. 

BUSINESS: Rheem Manufacturing Co., produces a wide variety of 


sheet steel products which include drums, containers, pails, etc., to- 
gether with an extensive list of household products. Company is 
conceded to be the largest manufacturer of water heaters utilizing 
gas, electricity and oil, while other products include automatic stokers, 
boilers, tanks and furnaces. Activities are international in scope with 
plants in Australia, Brazil and Mexico. Company engages in ex- 
tensive research and in recent years has made notable progress. 

OUTLOOK: Last year Rheem reported total sales in excess of $9! 
million, an increase of 22% over 1944. Of total sales, approximately 
two-thirds were contributed by ordnance and aircraft products. But 
with the end of the war the company made rapid progress in recon- 
verting its plants and facilities to the manufacture of peacetime prod- 
ucts. At the present time eleven plants are in operation, and new 
equipment and additions involving an outlay of $2.6 million are 


. planned. Since 1940, company's net fixed assets have more than 


doubled; working capital has increased from a little more than $1.0 
million to more than $9 million; and plant area has increased from 
533,000 square feet to 1,286,000 square feet. Earnings last year, just 
under $1,500,000, were equal to $1.82 a share for the 800,000: shares 
of common stock. This compared with $1.67 a share earned in 1944. 
Industrial demand for containers and drums this year, coupled with 
the emphasis on the construction of new homes, provides Rheem with 
the opportunity for surpassing any of its previous peacetime years. 
DIVIDEND: Over the past seven years dividends have been paid at 
the rate of $1 annually and prospective earnings at this time not 
only lend assurance as to the security of this rate but suggest the 
possibility of a higher dividend later in the year. 

MARKET ACTION: Recent prices around 26 compare with the 
1946 high of 28, and the low of 22'/4. Current price-earnings ratio is 
lower than average. 


COMPARATIVE BALANCE SHEET ITEMS 
(in $ ee 


















































ec. Dec. 31 

ASSETS 1941 31945 nge 
Cash $720 $5,503 $4,783 
Marketable securities ..............:.cscsse 14 5,150 5,136 
Receivables, net 2,065 1,812 — 253 
Inventories, net 3,617 4,332 + 715 
I ic ciicinicsssiniciditidiemmtinedss  - eamman 10,680 +10,680 
TOTAL CURRENT ASSETS .................... 6,416 27,477 +-21,061 
Plant and equipment .................ccssee 6,460 8,975 2,515 
Less depreciation 1,226 3,313 2,087 
Net property 5,234 5,662 42 

ther sets 529 671 142 
TOTAL ASSETS 12,179 33,810 21,631 
LIABILITIES 
Notes payable 1,125 10,159 9,034 
Accts. payable and accruals .............. 1,700 3,777 2,077 
Reserve for taxes 653 4,425 3,772 
U. S. Gov't advs. re — 1,290 
TOTAL CURRENT LIABILITIES ............ 4,768 18,361 13,593 
Short term debt 1,850 1,850 
a ene — 2,590 
Reserves 250 250 
Capital 3,800 1,486 
Surplus 9,54 7,042 
TOTAL LIABILITIES ... 33,810 21,631 
WORKING CAPITAL 9,11 7,468 
Current Ratio 1.5 — 2 
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THE MAGAZINE OF WALL STREET 
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y of ROYAL TYPEWRITER CO. SUN CHEMICAL CO. 
to- BUSINESS: Ranked third in its field, Royal Typewriter makes a full BUSINESS: Sun Chemical Co., is the new name of the former Gen- 
y is line of standard and portable typewriters, as well as ribbons, carbon eral Printing Ink. Co. In its present form, the company is not only 
izing paper and other office supplies. In recent years domestic outlets an important manufacturer of printing inks, but through a broadening 
kers, have accounted for about 80% of sales. During the war, Royal and scope of activities in recent years, is a prominent factor in the 
with other typewriter companies were engaged chiefly in making war manufacture of specialty paints and coatings. Last year acquisition 
ex- supplies, with the result that obsolescence and deferred demand for of A. C. Horn Co., maker of paints and finishes, was concluded as 
typewriters have combined to accumulate a large backlog of unfilled | was that of Warwick Chemical Co., engaged in the manufacture of 
$91 orders. textile finish compounds and materials for treatment of water- 
itely OUTLOOK: Reconversion to a peacetime basis was completed late repellent fabrics. Extensive tesearch is conducted by Sun Chemical 
But last year but attainment of full-scale production has been delayed by into ithe fields of oils, resins, and pigments, and earlier this year 
con- difficulty in acquiring adequate supplies of raw materials, notably acquired a company making finishes for automobiles and other trans- 
rod- grey iron castings. It is expected that capacity operations will be  Portation equipment. 
new possible in the near future, if they have not already been reached. OUTLOOK: Last year, company’s sales rose some $4 million to $17.5 
are lt has been estimated that to fill its backlog of orders would require _—million, and this year with the full benefit of recent acquisitions sales 
than the company to operate at capacity for at least a year. In the first will probably exceed $20 million. Figured on the basis of the aver- 
$1.0 six months of the current fiscal year, which will end July 31, next, .age number of common shares outstanding during 1945, earnings last 
From Royal reported a loss of $56,651, which compared with a profit of | year were equal to 71 cents a share, while on the basis of the 
just $725,960 equal to 28 cents a share for the common in the same _ 1|,131,283 shares outstanding at the end of the year net would have 
ares period a year ago. This loss, however, was due to transitory con- been equal to 54 cents a share. These earnings, however, included 
944, ditions which have since been appreciably mitigated, and constitutes only four months’ operations of A. C. Horn, and less than a month 
with no serious threat to the present dividend. Last July, Royal reported of the Warwick Chemical. Net current assets at the end of 1945 
with total current assets of about $13.6 million, while current liabilities were in excess of $6.7 million and current assets showed a ratio to 
pars. were $2.5 million. Cash and Government securities were in excess current liabilities of 3.6-to-i. Current prospects are excellent and, 
d at of $7.5 million. Ahead of the 1,074,472 common shares is an issue with lower taxes, should be reflected in a significant earnings gain. 
not of 37,692 shares of $7 preferred stock. DIVIDEND: At the present time dividends are being paid at the 
the DIVIDEND: An early increase: in the present 60-cent annual divi- rate of 15 cents quarterly, on which basis the indicated yield is 3%, 
dend is not anticipated, but with the prospects favoring good earn- at recent levels around 19. It is to be noted, however, that in 1936 
the ings in the later months of 1946, a higher rate can be expected. In and 1937 dividends were in excess of $1, and there is a good pos- 
jo is the past, the company has followed a generous dividend policy and, sibility that they will again reach that figure, or better, in the not 
with the support of a strong financial position, will probably con- too distant future, as the company's considered expansion program 
tinue to do so in the future. bears fruit. 
MARKET ACTION: Current price range 29!/2-25, compares with MARKET ACTION: Recent prices in the neighborhood of 19 com- 
oe tecent levels around 27, and the 1937 high of 27%. pare with the 1946 range of 2034-1654. 
ie COMPARATIVE BALANCE SHEET ITEMS aaa ge eee eases 
253 =. oe, pa ec. 31 Dec. 31 
715 uly st, u ' ASSETS 1941 1945 
), 680 ASSETS 1941 1945 Change 0 es oe ne eee $862 $1,950 3h 008 
"061 Cash : $3,420 $3,565 + $145 Gov't securities ecetoneeiaspicel emai 468 + 468 
"515 Bie Ms, EMOUR: GOMOMNNNDE cccccicsccscstsccéccceasss’ nkbaxeas ,009 4,009 Receivables, net 1,711 2,574 } 863 
087 Receivables, - 4,578 1,963 —2,615 fara net 4,242 866 
"428 Inventories, ne 4,529 ,097 43 ST GUNMEN COUMNTIOD sca cnncsiasscscenstintcssn | cieiaies «(tC mee «|e gee 
142 TOTAL CURRENT ASSETS seeitetaadeaseones 12,527 13,634 +-1,107 SOTAL CURRENT ASSETS seituataiondadecten 5,949 9,234 + 3,285 
631 Plant and eq 5,633 5,969 + 336 Plant and equipment ............. 4,63 6,871 1. 2/232 
Less depreciation dle sucucc olsen deutecsioacevawcuve 3,377 4,034 + 657 Less depreciation eenaiscstnabiaddacatiacettoneds 3,022 4,375 + 1.353 
034 Net property 2,256 1,935 — 321 Net property 1,617 2,496 + "879 
"077 Other assets 433 1,174 +. 741 Other assets 592 1,251 + 659 
"772 TOTAL ASSETS 15,216 16,743 +1,527 TOTAL ASSETS 8,158 12,981 + 4,823 
290 LIABILITIES LIABILITIES ; 
"593 Accts. payable and accruals .............. 924 1,289 + 365 Accts, payable and accruals 938 1,863 925 
"350 Reserve for ‘eo 2,059 1,272 — 787 Reserve for taxes .............c000 754 616 — 138 
"590 RE GUOMEE TIIUOE, ccc ccccciccuccs, | couse —(i(i‘“s RM CCtC(‘ nS lee Cn ORS a es, ll eas ltt 
250 TOTAL CURRENT LIABILITIE « @00e 2,561 — 422 TOTAL CURRENT LIABILITIES 1,692 2,479 + 787 
486 Reserves , | se — 25 DIU IN RUNIIIIYY  Scen corse cccccccslacccetectenrescn: _ deasaaes 81 - 81 
, Capital 4,038 4,843 -+ 805 ¢e ital 3,41 - 
042 P +412 4,596 + 1,184 
631 seplas LIABILITIES 15.216 181743 14527 TOFAL LIABILITIES aise 2'981 + 4'323 
468 | WORKING CAPITAL 91544 11073, «= L1'529 WORKING GAPITAL “i,staee EST HR 
Current Ratio 4.2 s +1.1 Current Ratio 3.5 3.7 + ‘2 
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Leng Term Debt : $20,000,000 = 
Shs.$5 Ped. 204,773 $100 par. 
























































































































































41 Shg. Som ton 2,540,652 $s par.— sa 
Tr ‘a 4 
: ; 
{ mS Sw: 
a a 
PT) 
vt 
0 —— —E 
we xcacantetii-daadione: at EI RS ENO 
t * 
1936 1937 1938 1939 1940 1941 1942 1943 19044 1945 1946 
434 -87 | 5b 220 |459 | 764 11472 |456 | 1/89 N59 
mi’ 67 #30 | 67 | 83 |7.77 [4/7 [700 [700 [400 [hI0 

















"ius StOCK Dt ridenas 


SAFEWAY STORES 


BIYSINESS: Safeway Stores, Inc., operates the second largest chain 
of retail grocery stores. For some years sales have shown consistent 
expansion and at a rate which has bettered that of the chain grocery 
field, as a whole. In recent years the character of the business has 
undergone a gradual change with increasing emphasis on the large 
self-service type of store and the elimination of the smaller neigh- 
borhood units. This trend has resulted in nearly a thousand fewer 
stores, the present total of retail outlets being some 2,400, most of 
which are spread throughout the area west of the Mississippi. Com- 
pany's activities also embrace extensive processing of foods, for 
which purpose bakeries, creameries, slaughter houses, coffee roast- 
ing plants, etc., are operated. 


OUTLOOK: In common with other grocery chains profit margins are 
small and earnings are governed principally by competitive vigor 
and the trend in public purchasing power. Both of these factors 
favor the company's current prospects. 
equal to $1.59 a share on the 2,540,652 shares of common stock, 
which was split three-for-one about a year ago. On the same basis 
earnings in 1944 were equivalent to $1.63 a share. At the present 
time sales are running a rate indicating that for all of 1946 they 
will top $700 million by a substantial margin. Results for the first 
three months showed sales gains of better than 25% over those for 
a year ago. 

DIVIDEND: Dividends have been paid to common stockholders con- 
tinuously for nineteen years and the present rate of $1 annually has 
the support of a strong financial position and a comfortable margin of 
earnings. The shares offer the investor a background of stability 
under almost any conceivable conditions, and further growth along 
steady, if not spectacular, lines is indicated. 


MARKET ACTION: Current price range has been 30% and 24!/, 
and recent prices are close to the year's high. Yield is about 3.3%. 


COMPARATIVE BALANCE SHEET ITEMS 
(in $ thousand) 











Dec. 31 Dec. 31 

ASSETS 1941 1944 Chanae 
NIN cc scaievsiaes sacistassissva Since ins 688 $18,649 -$6,961 
Marketoble securities ..............cccccee cette 137) - 1,374 
Receivables, net ........ 4,979 3,065 — 1,914 
inventories, net ........ 49.801 55,359 + 5,553 
I NE oc ascocssuarsviencce ol asain ee aa OC eee 
TOTAL CURRENT ASSETS 66,468 78,447 +11,979 
Plant and equipment .......... 51,507 43,670 — 7,837 
Less depreciation ..... 19,894 21,813 + 1,919 
NMI ods Setonsescsidsvcessnesspncy 31, pd 21,857 — 9,756 
Uther ass ans 1,844 — 217 
SLE Ss a as 100, 162 102,168 + 2,006 
LIABILITIES 
RE pee eee 2,431 4,300 + 1,869 
Accts. are iu eccruals.. 14,811 17,910 + 3,099 
Reserve for taxes ....................... 3,76 793(a) — 2,969 
TOTAL CURRENT LIABILITIES . 21,004 23,003 + 1,999 
SE NN NENT Cecshscerscvixcrsnsssscercen 19,150 16,600 — 2,550 
IIR ears enctsscs corn ippastabsvsdssoseenenvnnshctin cums oe eee: | a eee 
— cee 32,053 30,750 — 1,303 

CE 27,955 31,815 + 3,860 
TOTAL LIABILITIES 100,162 102,168 + 2,006 
WORKING CAPITAL ... 45,464 55,444 9,980 
eS en eee 3.1 4 + .3 


(a) After deducting $4.7 million U. S. Treas'y Tax Notes. 
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Earnings last year were 








VAN NORMAN CO. 
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Funded Debt: None 
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VAN NORMAN COMPANY 


BUSINESS: Although relatively small in the machine tool industry, 
Van Norman Co. has won an enviable reputation as a specialist in 
this field during its more than 30 years of experience. Main plant of 
the company is located in Springfield, Mass. Products consist of a 
wide range of milling machines, grinders, reamers, and machines for 
refacing and reseating valves and pistons. 


OUTLOOK: Longer range prospects for well-known makers of ma- 
chine tools are impressive, for to accelerate production of all dur- 
ables and to overcome rising wage costs, every manufacturer of such 
products must perforce see to it that his equipment is of the most 
modern character. Output of Van Norman should be in special 
demand by the automotive industry during the coming boom, not 
only in the production of new goods but for servicing as well. While 
volume will shrink sharply from the peak level of about $20 million 
achieved in wartime, it should easily exceed the prewar average of 
about $3 million. Operations during the first quarter naturally have 
been curtailed by material shortages and higher wages will have to 
be met. Through assured tax and price relief, however, profit mar- 
gins will be widened to permit continuation of the company's peace- 
time record of satisfactory earning power. 


DIVIDEND: While net earnings have trended downward during the 
past two years under the impact of war conditions, and dividends 
contracted correspondingly, the $1.74 per share earned in 1945 on 
the company's sole capitalization of 240,000 shares amply covered 
the relative distribution at a rate of $1.10. This compares with a 
dividend range of from $1.20 per share to $2 during the 1936-43 
period, the latter showing how shareholders are apt to fare in post- 
war with volume at a normal peacetime level, or better. On a basis 
of only $1.10 per share, recent price permits a yield of about 5%, 
not only attractive for this reason, but with potentials for improve- 
ment. 

MARKET ACTION: Recent price—23, near high for the year, com- 
pared with a range of high—I6!/2, low—8!/2 in 1940. 


COMPARATIVE BALANCE SHEET ITEMS 
(in $ thousand) 



















Dec. 31 Dec. 31 

ASSETS 1941 1945 Change 
“gh CRE ESE Re Ne! Se tere aes ae Cre Cree $572 $744 + $172 
DUGFUOTREIO COCUTIFIOS ..........cc..cccccccccencss _seoreone 5 oe 5 
Receivables, net 1,484 1,360 — 124 
Inventories, net ........ 1,994 1,726 — 268 
Other current assets ..... 28 522 494 
TOTAL CURRENT ASSETS 4,078 4,357 279 
Plant and equipment ........ 1,563 2,476 913 
Less depreciation ..... 434 1,418 984 
Net property ...... 1,129 1,058 — 7 
Other assets ..... 180 181 1 
URI ENED, si coccecisivcavessseonpsctunccéecassen 5,387 5,596 209 
LIABILITIES 

Accts. payable and accruals................ 1,041 1,029 — 12 
Reserve for taxes .................. : 1,350 505 — 845 
en MC ENE en cecceShiyasséeesucs.  _canteeena®, ~ (>>) Ligabehaass SO” «(CO gc 
TOTAL CURRENT LIABILITIES Sctpeaicnca 2,391 1,534 — 857 
Capital 60 ao 
Surplus 2,396 3,462 1,066 
TOTAL LIABILITIES 5,387 5,596 209 
WORKING CAPITAL 1,687 2,823 +-1,136 
Current Ratio 1.7 8 +1.1 
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» Ewing Galloway 


UNITED FRUIT 


—an Investment audit 





By H. S. COFFIN 


ene TEN MONTHS AGO the Magazine of Wall 
Street reviewed the status of United Fruit Co. as 
it labored under the complexities engendered by 
wartime conditions. At that time, with VE Day 
oly a few weeks in the past, investors eyeing 
favorable postwar potentials had bid the company 
shares up to a point just over par for the first time 
ina number of years. Since then the price trend 
las continued upward, creating an all-time high 
record of over 150 in recent days, through the 
stimulus of an announced 3-for-1 split-up. Under 
the circumstances it appears constructive to again 
examine the company’s background and _ future 
prospects as the transition period approaches a 
realistic stage. Big question of course is whether 
the longer term outlook warrants such a marked ex- 
pression of investor confidence as current price 
levels for the shares would indicate. 

In scanning the set-up and operations of this sea- 
soned $234 million giant enterprise, the picture is 
0 complex that only a broad appraisal is possible. 
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In Central America, United Fruit has literally carved 
out of the jungle a vast “banana empire," playing a 
leading role in the economic life of the natives. 


United Fruit's large fleet 
plies between American 
and some European ports. 





While 


owned or controlled by United Fruit lend broad 


some fifty different corporate enterprises 


diversification to its business, it is necessary to 
gauge earnings results on an over-all basis rather 
than by individual break-downs. To this extent, 
analysis is limited but, after all, perhaps this is just 
as well because consolidated figures are the factor 
of main importance to the investing public. For- 
tunately, moreover, it is not difficult to envisage the 
scope of the company’s many undertakings and just 
why so many subsidiaries in the course of a 46-year 
growth have one by one been tied into a huge entity, 
functioning each in its own sphere to round out the 
broad operations of the parent concern. 

Empire of United Fruit is most of the tropical 
Caribbean area, in some respects a direct inheritance 
from the Spaniards of centuries ago. In contrast to 
their predecessors, however, United Fruit in the 
process of extracting hundreds of millions of dol- 
lars in natural wealth from the productive Latin- 
American nations which it serves, has increased their 
prosperity beyond calculation. Going back for sev- 
eral hundred years, however, the Spaniards little 
knew how in time to come they were to repay the 
fabulously rich Indies for all the stolen hoards of 
gold, by the mere importation from Africa of a 
few live banana roots. In the humid shore jungles 
of countries bordering upon the shores of the 
Caribbean Sea and the Gulf of Mexico bananas 
flourished, and when introduced to markets in the 
United States started a business which has since 
grown to worldwide proportions during the past 
fifty years. To United Fruit Co. fell the good for- 
tune of first promoting the culture and sale of this 
nourishing and delicious food on a large scale; by 


91 














Photo by Ewing Galloway 
The popular banana virtually disappeared during 
the war, but is rapidly returning to markets. 


consistent and adroit expansion of its productive 
and distributive facilities, the company has become 
so firmly entrenched that competition is not likely 
to become a bothersome factor. Fact is that no 
other enterprise in the American economy can 
boast such unique fundamentals as those of United 
Fruit, and not many have prospered so successfully 
from the start. 

Inasmuch as bananas grow best in humid forest 
swamps, where even native farmers would avoid the 
task of draining and clearing, the company has 
gradually been able to acquire some 3 million acres 
of low-cost land in about a dozen tropical countries. 
But naturally enough, other valuable crops indige- 





UNITED FRUIT'S FINANCES 
(in thousands of dollars) 
Dec. 31 Dec.31 

ASSETS 1941 1945 Change 
Cash ....... ; nie cesses. $14,089 $16,058 +$1,969 
U. S. Gov't securities...............00... 11,095 23,134 +12,039 
Receivables, net oo... ccesseseeeees 6,878 12,698 + 5,820 
IRN TIBI shoo cic sacs tente 3,369 4,224 + 855 
U. S. Treasury Tax Notes............ 3,000 15,570 +12,570 
TOTAL CURRENT ASSETS .......... 38,431 71,684 +33,253 
Property, plant, and equipment.... 259,149 259,367 + “218 
Less depreciation 0.0.0.0... 151,173 145,595 — 5,578 
| ie an rete ee re 107,976 113,772 + 5,796 
le INR 55508 Socks cakes 45,968 49,238 + 3,270 
TOPTAL TASSENS. » sossccccivsscasianscsc AOR BTS 234,694 +42,319 
LIABILITIES 

POPU RMNNNNIID 8558752435 256. ciIS Le « oleate: “totems 
Accts. payable and accruals.......... 10,059 12,102 + 2,043 
Reserve for taxes ..........cccccccceeeese 7,735 21,806 +14,071 
RRND TAS UDINE SUINUNBRE oF dcSc,, -Sesiespiaye poll -asncareaiey pollo GOES 
TOTAL CURRENT LIABILITIES... 17,794 33,908 +16,114 
Deferred liabilities ..............ccceee 1,459 256 — 1,203 
ONE MEMES? oss scsosssteccictocertiasie? ./Gpkokisian” 0 be @ORGe a! ~ <exs eneeiess 
ARO D IN IBB OS ccrsnssst-ccssyaiisaposine. -aptearer. . 2 cennes, — iw aeons 
1 ONY aS Ree RR mene | Te 28,168 +11,428 
SoS EERE SA Ree reer i 118,500 | ler se 
ee Aen ae Pen ene eer 37,882 53,862 +15,980 
TOTAL LIABIIATIES. ...:.250.0055...0 192,375 234,694 +42,319 
WORKING CAPITAL .....0.000.000. 20,637 37,776 +17,139 
Current Ratio ........ scabs ib eamnat tees 2.1 Oa; VP tere’ 














nous to these warm climates provide broad diversi- 
fication to United Fruit’s operations, and require 
more normal facilities for cultivation. Of 437,000 
total improved acreage in the company’s holding, 
116,000 are devoted to banana plantations, some 
96,000 to sugar culture in Cuba and Jamaica and 
48,000 to the raising of cacao in Panama and Costa 
Rica. Other improved acreage sums up to 150,000 
acres. In the United States the company owns and 
operates the old established Revere Sugar refinery 
at Charlestown, Mass., with a daily output of 2 
million pounds, and in Cuba it has substantial fa- 
cilities for the processing of sugar and molasses. 


Transportation and Communications 


To operate as the world’s largest raiser of foods 
in relatively undeveloped areas, United Fruit has 
been obliged to establish huge transportation and 
communication systems of its own, both on land and 
on sea. Company owned and operated are nearly 
1500 miles of railways and tramways in Cuba, 
Honduras, Colombia, Costa Rica, Guatemala, Ja- 
maica and Panama, not to mention an additional 
1400 mileage of track which is operated but not 
owned. Through a Guatemalan subsidiary, a very 
substantial interest in the International Railways 
of Central America has been acquired also. Origi- 
nal book value of roadway, track and rolling stock 
is set by the company at more than $37 million, 
although liberal depreciation charges from year to 
year have cut the estimate to $16.7 million. 

The above investments, however, appear relative- 
ly small in considering United Fruit Co.’s sizeable 
outlays for the ships comprising its famous “Great 
White Fleet.” The basic cost of these vessels 
stands at about $64 million, now reduced on the 
books to $35 million by depreciation and revalua- 
tion. Through ownership of this large fleet in 
normal times, the company has made practical the 
rapid transportation of green-picked bunches of 
bananas to markets before the ripening process 
could occasion spoilage, and in specially refriger- 
ated vessels all kinds of perishables are readily car- 
ried. By modernization of its marine equipment, 
the company’s revenues were substantially swelled 
by passenger traffic which rose to over 50,000 in 
1941, and in that same year paid cargo tonnage 
rose to 1.85 million tons. In addition to its Ameri- 
can fleet, United some years ago acquired the 
British shipping company of Elder and Fyffe, oper- 
ating a 35 vessel fleet between England, Africa and 
South America. Investment by United in this over- 
seas subsidiary now comes to a net total of over $10 
million, and the British unit acts as marketing 
agent for the parent concern all over Europe. 


The Repercussions of War 


At the outbreak of war the business of United 
Fruit along normal lines was about as drastically 
disrupted or interrupted as anyone could imagine. 
First step by the Governments of both the United 
States and Great Britain was to requisition the 
entire fleets in both countries for military use, thus 
bringing to a halt all activities in the Caribbean 
and other areas from which the company derived its 
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normal production. But although almost over- 
night United was obliged to allow its huge banana 
crops to rot on the trees until the war’s end, its vast 
experience in the shipping business proved to be a 
godsend, and its continued activities in the field of 
sugar also helped to tide over the emergency. While 
net income trended slightly downward during the 
frst three years of the war, it rebounded upward 
in 1945, and as the company emerges into a first 
full year of peace, its status and potentials become 
interesting to explore. 


New Ships Under Construction 


At the close of last year, the company was acting 
as agent for War Shipping Administration in the 
operation of 27 of its own ships and 77 more owned 
by the Government, while the British fleet was still 
under requisition by its relative authorities. By 
the use of two old vessels and makeshift transporta- 
tion it became possible in 1945 to resume ship- 
ments of bananas on a very limited scale, and by 
gradual release of the company’s refrigerated ves- 
sels as the Government’s military requirements 
shrink, chances are good that operations in the 
Caribbean will become normal within a reasonable 
time. Already in the past three months some de- 
cidedly large shipments of bananas have arrived in 
American markets; from now on the flow is bound 
to speed up. 

During 1945 United ordered construction of 18 
new and modern refrigerator, cargo and passenger 
steamers, of which six are now in the water and the 
balance should be delivered by early 1947. Outlays 





for these came to about $3.5 million in 1945 and an 
additional $22.6 million has been set aside for pay- 
ment during the current year. The war has not 
been too unkind to the company when it comes to 
plans for financing the construction of so many new 
vessels, for insurance offset the loss of 20 vessels 
during the period of hostilities and Washington 
will credit United with the value of 12 American 
flag vessels requisitioned during war years. Charter 
rates, also have been sufficiently generous to enhance 
working capital after the payment of dividends. 

In addition to ship construction, furthermore, 
the company has been forehanded in starting major 
improvements to expand production when trans- 
portation again becomes normal. More than 11,000 
new acres have been planted to bananas which will 
be ready to harvest later in the current year or 
early 1947. Meanwhile, old plantations have been 
attended to, and substantial acreages of African oil 
palms, rubber, lemon grass and balsa _ timber 
have been maintained. In the Dominican Republic, 
especially, the company has made strides in ex- 
panding its activities, while in Guatemala it has 
carried out a _ successful experiment in raising 
bananas on the Pacific Coast, where it is necessary 
to supplement the rainfall with water sprays. All 
of these constructive improvements cost the com- 
pany over $10.5 million in 1945 and another $15 
million is earmarked for tropical expenditures in 
1946. During war years, United successfully oper- 
ated for the Government some 27,000 acres of 
abaca (Manilla hemp), but despite the fact that 
this proved the feasi- (Please turn to page 113) 





Operating Income before depreciation ($ thousand) 
Depreciation ($ thousand) 0.0.0 .....cccccccececeeeees 
Balance for common ($ thousand)........... 

% earned on invested capital, after taxes... 

Earned on common, per share...............0...c0005 
Earned on common, % of market price* 

Dividend rate 
Dividend yield* 


Current asset value per share .. 


Book value per share .......... Ae 
Net current asset value per dune Hist tocol cea Seerasatesusts 


Cash asset value per share sites h hers 
UIRROIE BRIO ete ree EIN Pate tn 


*Based on recent market price of $152. 


10 Year Earnings and Dividend Record 


Net Dividend Net Dividend 
1945... 6.46 4.00 1940............ 5.10 4.00 
1944.0. 5.04 3.25 b939........:... REF 4.00 
cS ee PL 2.25 138..:....2:.. BSS 3.25 
1942.0... 4.08 3.50 a 4.08 4.00 
1941... . 5.28 4.00 1936:........... 88 4.25 
ha MAR PORE 6.) dus ce ees AUitetee eevee $47. 04 $36.50 
HON) YOST AVOLAGOS oo ivtisccrctstiasscsesssseontes $4.70 $3.65 

Fe OTe | 7, ene eR ee ee 77.6%, 
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’ Statistical Highlights 
UNITED FRUIT CO. 


1940 1941 1942 1943 1944 1945 
25,527 32,411 26,622 23,304 37,894 43,206 
7,870 8,585 9,602 9,228 8,649 8,890 
14,920 15,442 11,934 10,829 14,745 18,908 
9.4%, 9.5% 7.2% 6.4%, 8.6% 10.6% 
$5.10 $5.28 $4.08 $3.70 $5.04 $6.46 
3.3% 3.4%, 2.6% 2.4% 3.3% 4.2% 
$4.00 $4.00 $3.50 $2.25 $3.25 $4.00 
2.6% 2.6% 2.3% 1.4% 2.1% 2.6% 
$12.31 $13.13 $15.82 $20.35 $22.73 $24.72 
56.92 57.99 59.77 62.12 62.7) 67.13 
7.33 7.05 10.66 15.37 13.17 13.02 
8.76 9.62 7.33 12.12 16.43 18.88 
2.4 2.1 3.1 4.1 2.3 2.1 


Recent Market price of common: $152 

Market value of common: 2,925,000 Shares at 152 = $444,600,000 
Net tangible assets: $200,786,088 

Net tangible assets applicable to common: $200,786,088 

Net current assets: $37,775,567 

Average Earnings (10 year) as % of market price: 3.1% 
Maximum earnings as % of market price: 4.2% 

Minimum earnings as % of market price: 2.3% 
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Opportunities... 


for Income and Price Appreciation 


IN BONDS 
And PREFERRED STOCKS 


By JACKSON D. NORWOOD 


Pixe MAGAZINE OF WALL STREET’S Index of Bond 
‘Prices showed the following changes for the 


period indicated: 


On On 
Apr. 6 Apr. 13 
40 Domestic Corporates 125.5 1249 — 6 
10 High Grade Rails 122.3. 1222 —.1 
10 Second Grade Rails 296.9 293.55  —3.4 
10 High Grade Utilities 99.5 99.5 
10 High Grade Industrials 105.5 105.0 
10 Foreign Governments 130.4 132.0.. +1.6 


In the week ended April 6, our Index of 40 Do- 
mestic Corporates made a new high since its incep- 
tion in 1932. This performance was also duplicated 
by High Grade Rail group. 

Although the bond list generally has ruled strong 
over the past fortnight, there are some straws in 


the wind worth noting. Reports have been current 
that conferences are being held between Federal Re- 
serve and Treasury officials and President Truman’s 
advisory council with a view to affecting some modi- 
fication in the present fiscal policies of the Gov- 
ernment. It is understood that under consideration 
is a possible increase in the reserve requirements of 
Member banks and the sale by the Reserve System 
in the open market of some of its large holdings ot 
Government securities. Behind these discussions lies 
the concern of Federal Reserve officials over the in- 
flationary forces implicit in the large holdings of 
Federal securities by the banks. These reports were 
sufficient to cause selling of Government issues and 
some price weakening. Regardless of the immedi- 
ate developments in the directioniof policy revisions, 
it is only too apparent that the bond market is 
vulnerable to any possible stiffening in interest rates 
—however mild. 
The Treasury’s announcement of 
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another reduction in the debt — the 
MAGAZINE OF WALL STREET BOND INDEXES third this year—brings the total re- 
_ AUG. 26, 1939 = 100 ‘ duction up to about $6.3 billion. Fur- 
ee 00 
4 | 10 SECOND GRADE RANS& lan ther reductions appear assured and 
e | X may run as high as $15 billion in the 
is daa Pi ™ current calendar year. 
< | a...) u Unless there is a decisive change in 
0 r market conditions further large re- 
8 WA MA —_ funding issues will put in an appear- 
w + ac ° . 
. - os ance this year. According to a compila- 
. oe | eoseteneseoet™ r tion of the New York Federal Reserve 
u te al Pail or Bank, new issues of $10 million or 
- a . 
5 ee ee a 2 more offered in the first quarter car- 
od . 2 6 
2 a aa Sia $ ried an average coupon rate of 2.72 
a ‘wi ae per cent, while refunded issues in the 
z f eG 2 same period had an average coupon of 
te > Qrwe ; i 
3 cain nani eeiaahes, e 3.72 per cent. The spread is wide 
Ed i aS — 200 8 enough to encourage further corporate 
me ee — . . . . 
* ar & refundings, the savings being almost 
w 10 HIGH GRADE UTILITIES i 
3 as much as in the first and second 
Vv 
2 90 SERRE PeCeR er eres Tes ae ee a ee ee quarters of 1945 when the average 
JFMAMJJASONDJFMAMJJASONDJ F MA™M J '8° ans al 11.06 si E ves 
44 sak joi spread was 1.18 and 1.06 per cent re 
%K SCALE AT RIGHT spectively. 


New financing this year, including 
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both bonds and stocks, shows indications of attain- 
ing the heaviest volume since 1929. 


DELAWARE & HUDSON R. R.: This company con- 
tinues to show improvement in its consolidated bal- 
ance sheet and making inroads on its fixed debt and 
charges. The latest step in its debt reduction pro- 
gram was the extension of the $10,000,000 Albany 
& Susquehanna Ist mortgage bonds which matured 
on April 1, 1946. The extension was accomplished 
with a saving of interest, the rate of the extended 
bonds being only 2°4% as compared with 314% 
formerly. “Concurrently, the company has called 
for redemption on May 2, 1946, the $7,518,300 
outstanding Rensselear & Saratoga general mort- 
gage bonds which bear interest of 4. 7% through 
1946 and 5Y »% thereafter. The foregoing step 
will reduce annual interest requirement of Delaware 
& Hudson R.R. by $428,360. The total funded 
debt of the company will be reduced to $40,780,100, 
a decrease of more than 
$32,000,000 since the 








present preferred stock. Present holders of the 
company’s 5% preferred shares now have the option 
to convert each share to 2!% shares of common 
stock. Approval of the proposal would put direc- 
tors in a position, if conditions warrant, to give 
present preferred stockholders a second option. In 
commenting on the proposal, the company’s Presi- 
dent said that the exact terms of the exchange offer 
could not be stated at this time, as they would 
have to be based on conditions existing at the time 
the offer is made. The dividend on the new pre- 
ferred stock may not exceed $4.50 per share, that 
it will not be redeemable prior to July 1, 1949, 
and that the initial redemption price may not be 
more than $120 nor less than $105 a share. If 
any common stock is to be included in the exchange 
offer the amount may not exceed one-quarter of a 
share of common for each share of preferred. 

PANAMA BANK BONDS: Holders of guaranteed 
sinking fund 614 % 20- 





program was instituted 
a few years ago. 


Suggestions for Current Investment Funds 


vear bonds, series “B”, 
due May 1, 1947, of 
the Banco Nacional de 


Recent Call Current Panama are being noti- 
HIGHER GRADE RAIL Bonds: Price Price Yield fied that all of these 
LIENS: Railroad bonds Amer. & For. Pwr. Deb. 5's, 2030 $108 $106 4.0% bonds outstanding will 
in this category as meas- int Tel. & Tel. Deb. 5's, 1955 1% = = be redeemed on May 1, 
ured by Dow Jones price eS ee: 9: 20 - “— si 8 ~ 1946, at 10214 and ac- 
index of 10 such issues ae Seen - i crued interest. Redemp- 

as j N. Pacific Ref. & Imp. 5's, ""C'', 2047 Ht 105* 4.5 ‘ 5 

recently pushed to ree- Pittsb'gh & West Va. Ist 4'/s, 1958-60 101%, 102 4.4 tion will be made at the 
ordtop reaching 119.72 Southern Pacific Deb. 4!/s’s, 1981 108 10.4 Prust Co. of North 
which was the highest America, New York 
since inception of Dow Preferred Stocks: City. 
Jones bond averages in Assoc. Dry Goods $7 2nd Pfd. $142 N.C. 49% 


1915 The record low Baldwin Locomotive $2.10 Pfd. 41, $40 5.0 COMMONWEALTH 
of 69.60 was reached Barker Bros. 42% ($50 Par) Pfd. 55, 55 4.0 GAS CORP.: This com- 
back in 1920. Atchison Sees ee ee te Eek = — = i any will retire on May 


general 4s of 1995 sold 
ata high of 140°4 while 
Norfolk & Western of 
1996 reached 142. 


Sharon Steel $5 Pfd. 





*Not prior to July 1, 1952. 





Curtis Publishing $4 Prior Pfd. 


Stokely-Van Camp $1 Prior Pfd. 22 21 4.5 


75. «7553 


105 1054.7 , 1946, $4,625,400 of 


ite 6% income deben- 
tures, which will leave 
the company with only 
its common stock in the 


N.C.—Not callable. 








SOUTHERN NATURAL 
GAS CO.: This com- 
pany has under consideration a plan for refunding 
its approximately $15,000,000 of mortgage bonds 
and serial notes outstanding, according to the an- 
nual report for 1945. The new securities to be is- 
sued for the purpose would cover also, according 
to present plans, recent expenditures for construc- 
tion and funds to purchase the capital stock of Mis- 
sissippi Gas Co. and the Chattanooga Gas Co. Ma- 
turing of its financing plans has been deferred by 
the company to date pending decision of the Securi- 
ties & Exchange Commission on the company’s ap- 
plication made last Fall for permission to acquire 
the Mississippi and Chattanooga capital stocks. 


INTERNATIONAL PAPER CO.: Stockholders will 


vote at the annual meeting on May 8th on a pro- 
posal to authorize the Board of Directors at its 
discretion to issue 400,000 shares of a new class of 
preferred stock, with or without a limited amount 
of common, in exchange for an equal amount of 
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hands of the public 


AUSTRALIAN BONDS: Australian bonds which were 
heavily sold by U.S. investors when Japan was go- 
ing on to new victories, have recovered to sell at 
around their best levels on record. The 5s of 1955 
recently reached 110, only 11'% points from the 
record top reached in November, 1936. During 
March, 1942, these bonds touched a low of 38. The 
issue is xeitensiabls on July 15, 1952, at 100 and 
on any interest date thereafter. Incidentally, these 
issues reached their all time lows, not during the 
war years, but in the early 1930’s when England 
abandoned the gold standard. At that time, 1931, 
Australian 5s of 1955 sold down to 35. The Com- 
monwealth has never defaulted on either principal 
or interest of its external dollar debt. While it is 
true that the total indebtedness of the Common- 
wealth is now considerably.larger than before the 
war, future revenues are expected to be adequate 
for debt service needs. 

(Please turn to page 110) 
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Create Your Own Opportunity he basi 

- This pr 

: Bae : : Many e 

Once asked why so much time was consumed A young man inspired with a creative urge cat) family 
and such large sums of money were spent before make for himself endless opportunities. The urgefnay be 

a new product would be placed on the market, to do something or to have something which if; single 

Charles F. Kettering, of General Motors said, “I solely the fruit of one’s own efforts is age old. Itfible pri 

am not afraid of General Electric or Westinghouse. finds expression everywhere not only in mechani-f' this | 

J am afraid of some young man working in a barn.” cal marvels but in the myriad of small and sue: by rent. 

The young man working in a barn or cellar cessful businesses which abound in the United Ppapied 
somewhere is no mere figure of speech. He may be _ States. It’s fruits are to be found in our books. our _ 
working on a brain child which could in time make music and our theaters. Ri ncin 
valueless, millions of dollars in plant equipment If you have that urge don’t let it “die a born... He 
and greatly upset established markets. Big busi- ing”. Do something about it for it may well spell} Ot),¢, 
ness has every reason to be afraid of these me- opportunity with capital letters. Don’t be discour-fyrovide 
chanical and engineering tyros for they realize aged if progress is slow and not as lucrative as youflential - 
what a driving force ambition and a touch of hoped. Mistakes too are the essence of the creafhe Vete 
genius can be. These tive urge and lead infsessme 

: d Nan’s 
young men have an . time to perfectionf'™”s ht 

‘ X e This Department is dedicated to serve men in building up a reserve é d age if 

idea which they are through every known means that will create stability—bringing the com- they are heede he ex-sc 

pia . ; forts and joys of life—and happiness. ; a 
clinging to with a It's our contribution, too, toward the firming of the foundation of and corrected. Op wid ee 
terrier-like grip and our economy so that we will retain our status as free men and women portunities are madep owing 

eas in a new world, ave ace 
are willing to devote To you, our subscribers, we extend an opportunity to assist in spread- and everyone has Yical 

l | - % ing this doctrine toward security and right thinking—in the schools and ae bs If the ypical F 

ong hours Of wor universities, and in your own homes and offices. within mse he Read 

to giving it reality We are happy to cooperate and serve. power and ability tof To pr 
i e C. G. Wyckoff, Publisher. f ‘ . 
and perfection. : make his own. a 
PRIL : 
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HAT TYPES OF PROPERTY 
W cuality for the GI Home 
loan? ... For what purpose may 
borrow? ... these are two very 
basic questions frequently asked 
by former servicemen. Some ex- 
GI’s have had the impression that 
the home loan privileges applied 
mly to the purchase of a home— 
and this misunderstanding often 
has been confined to new home 
aes. It is gratifying, how- 
ever, to note that ‘the Servi icemen’s 
Readjustment Act of 1944 (G1 
Bill of Rights) is quite elastic in 
providing solutions for the varied 
fmancing problems of Veterans 


















G. I. HOME LOAN 


P rivileges 


By NATHANIEL M. GIFFEN, Jr. 





who wish to buy, to build, to re- 
fnance or to renovate homes. 
The GI home Loan, being a real estate loan, gen- 
rally is secured by a first mortgage on the bor- 
gwer’s property. Therefore, it is logical to con- 
ider eligible properties first in this discourse. The 
overnment’s prime requisite specifies that the prop- 
rty must be suitable for dwelling purposes. Uncle 
gam also specifies that the property may not ex- 
teed a 4-family unit in size. This range from a 
ingle family unit to a 4-family apartment house 
as enabled the Veteran to shop in a broader mar- 
ket (two or more Veterans may purchase or con- 
struct a residential property in excess of fou 
separate family units . with one unit added to 
the basic four units for each Veteran participating. 
This proposition is processed as a business loan). 
Many ex-GI’s have made fairly reasonable buys ir 
family homes where two residential units often 
may be obtained practically for the same price as 
asingle family . . . or, at least, on a more favor- 
d. [tfable price basis in today’s high market. Purchases 
xani-fof this type have permitted the Veteran to benefit 
suc fy rental income from the extra apartment unit 
nisi necupied by his tenant. A combination home and 
business property also is eligible for the GI Home 
loan . . . this elasticity takes care of most of the 
fnancing needs of the ex-soldier who wishes to 
make a home purchase. 

spellf Other home loan “assists” in the GI Bill of Rights 
cour Provide for financing (1) improvement of the resi- 
3 youMlential property already owned and occupied by 
crea-fle Veteran (2) payment of delinquent taxes and 
ad infssessments levied against the returning service- 
man’s home (3) refinancing of an existing mort- 
age if it is in default and refinancing facilitates 
he ex-soldier’s economic readjustment. A Veteran 
lay need an additional room to accommodate 
rowing family . unpaid real estate taxes may 
ave accumulated during his absence . . . these are 
‘Ppical problems which were anticipated in drafting 
he Readjustment Act. 

To protect the Veteran from being victimized in 
ome purchase transactions, the Government will 
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not approve the granting of a GI loan on any prop- 
erty where the purchase price or construction costs 
exceeds the appraised value determined by the 
Government-approved appraiser. Accordingly, a 
GI loan may not be advanced although the ex-Gl 
may wish to pay in excess of the appraisal. No 
encouragement is given to price padding which 
would be detrimental to home-hungry Veterans as 
a group. In view of this policy, it is advisable for 
the former serviceman to ask for a purchase agree- 
ment which provides for his release and the return 
of his down payment if the purchase price or cost 
exceeds the Government-approved appraisal. 
Another protective measure to save the Veteran 
financial difficulties is the rule that monthly carry- 
ing charges cannot be (Please turn to page 110) 


Veterans desiring to buy or build a home will 


have the benefit of liberal loan privileges 
Photo by Press 


Association 
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Building 


An INSURANCE Estate 


By EDWIN A. MULLER 


aera, 


married and become econoni. 
‘ally independent. 

The following figures and x. 
sults are based on_ settlemen 
options and dividends over the 
past few years. If the insure 
at three score and five years de 
cided to retire, he would fin 
himself in the following’ finan: 
cial position. As a salaried en. 
ployee he would probably |i 
entitled to social security bene. 
fits of about $40 per month. Bj 








ANY OF OUR READERS have written raising fur- 

ther questions concerning their specific Life In- 
surance and Annuity Contracts. The sum total of 
these questions indicates that the American business 
man and woman is more “income conscious” than 
ever before. ‘They want to know how much income 
they can obtain from an immediate investment either 
in a lump sum or a future income based on making 
annual deposits with the life insurance companies. 

Let us assume that the individual was a young 
man age 25 when he bought his first Ordinary Life 
policy for $5,000; 28 years old, at the purchase of 
an additional $5,000; and that by the time he was 
38, he had acquired a total Life Insurance Estate of 
$30,000. Dependents and beneficiaries included his 
wife, three years his junior, and two children. All 
dividends credited to the policies were allowed to 
accumulate and all policies were Ordinary Life. The 
paramount function of his life insurance was to pro- 
vide for the beneficiaries in the event of the death of 
the insured. By the law of chance, our insured has 
an excellent prospect of surviving to reach age 65. 
Should average longevity permit him to attain this 
age, his children now adults, will probably have 


Photo by Ewing Galloway + 








surrendering two-thirds of hi 
life insurance and using: tly 
cash value and dividend accruals, he could obtain & 
life income of approximately $120 per month guar 
anteed for fifteen years from date of retirement 
The remaining third of his life insurance estate coull 
be surrendered and the cash value and dividend ac 
cruals placed under the so-called “Interest Option" 
This fund would earn interest of $20 per mont! 
The total income including social security benefit 
would then be $180. 

Meanwhile he has also provided for “Mrs. Ip 
sured’, should she survive her husband. If she wer 
7O at her husband’s death, (and statistics have 
that longevity favors women), she would receive a 


proximately $20 per month from social security 
benefits. Moreover she would receive $120 yx 
month from her husband’s retirement plan. The o1 


iginal arrangement provided not only a life incon 
for her husband but for a guaranteed period of 4 

least fifteen years from whatever age the insure 
selects for retirement. The fund which had_ bee 
on the “Interest Option” would now be on the Li 
Annuity Option by previous arrangement, tram 
ferred to her name. Naturally the younger the ag 
of retirement, the lower the income rate. 

Let us recapitulate the total figures. Lucky “Mn 
Insured” would receive $200 per month, until she 
77 years old, and if she lived beyond that, about SS 
per month for life! 

I have purposely taken a modest Life Insurane 
Program and illustrated some of the unique benefi 
which can accrue to an insured and his family wit 
large protection to his children during their ear 
years. Of course this income receives the benefit | 
favored income tax consideration. In comparison! 
would require a considerable amount of propert! 
stocks, bonds and real estate, to produce a sinili 
net income in these days of low interest rates all 
high income taxes. 

Thus the life 1 insurance policy provides a defini 
solution to every man’s problem of immediate fam! 
protection as w ‘ell as future retirement income, w! 

failing and guaranteed by contracts of the life if 
surance companies. 





To the young estate builder, Life Insur- 
ance offers many worthwhile inducements. 
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0 THE AVERAGE person having 

little or no experience in the 
feld of investment, common 
stocks usually suggest specula- 
tion and great risks which the 
“little fellow” only realizes after 
it is too late and his money has 
been lost. This popular concep- 
tion is admittedly not without its 
elements of truth. Common stocks 
are undoubtedly widely employed 
as a speculative medium—but so 
is real estate. The small business 
man when he buys his inventory 
is speculating on his ability to 
find customers to take it off his 


Building an Estate 


Common Stocks 















with 


By ROBERT PITMAN 





hands at a profit. And that is 
precisely what a speculator in 
common stocks does, unless of course he is “short.” 
Then he is speculating on his ability to buy stock 
at a price lower than that for which he sold it. 

But utilized as a medium for building an estate 
in which the objective is capital appreciation and a 
share in the profits of a company through regular 
dividend payments, common stocks can present a 
pretty impressive case in their favor. It would be 
possible to cite any number of instances where com- 
paratively small sums invested in the shares of Gen- 
eral Motors, General Electric, and many other large 
corporations were the cornerstone of large fortunes. 
Nor were these fortunes largely fortuitous. They 
were realized in many instances by small investors 
who had foresight and patience. They were neither 
gambling nor speculating. 

Moreover, it is particularly noteworthy that listed 
on the New York Stock Exchange are 159 common 
stocks which have paid continuous dividends, year 
in and year out, from 25 to 98 years! 

Further evidence that common stocks are not 
solely the province of traders and speculators is to 
be found in the fact that large portfolios of common 
stocks are held in endowment funds of leading col- 
leges and universities, trust funds and estates. 

To lay a sound and permanent foundation for a 
future estate created through common stocks, it is 
not necessary to stray far afield trying to find an- 
other General Motors or General Electric. By stick- 
ing close to conventional lines, acquiring only the 
shares of established companies identified with grow- 
ing industrial fields, the normal investment risks are 
considerably mitigated, without in any way limiting 
the possibilities for long term capital increment. 

For a long time after the industrial and financial 
collapse of the late ’20’s the belief was general that 
we would never witness another era in which com- 
mon stocks were bid up to such “fantastic” prices. 
But today there are many common stocks which are 
selling substantially above their best 1929 prices— 
not because they have been subjected in the interim 
to rife speculative manipulation—but because the 






















passing years have brought sound growth, greater 
earnings and larger dividends to stockholders in 
these companies. 

The fact that most common stocks, and particu- 
larly those of investment caliber, are currently 
selling at prices which have been rising steadily 
over the past four years brings up the question: 
Is the present a good time to start an estate build- 
ing program giving emphasis to common stocks? 
As so frequently is the case in investment decisions, 
the answer must be a compromise one. In any in- 
vestment program extending over a period of years 
it will inevitably be found that some issues were 
acquired at high prices, others at low prices, and 
others somewhere within the broad cyclical range 
of common stock values. It will be the average price 
which will measure the success of the program. 'T'o 
acquire a large list of common stock when prices 
are depressed and sell them all when prices are 
high, is an achievement which only a few profes- 
sional investors can boast. (T'urn to page 110) 


Typical Board Room scene, where 
the latest stock prices are shown. 
Photo by Wide World 
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No "Confirmation" 


The Dow-Jones industrial and 
utility averages have recently 
made new bull market highs, but 
the rails have not. That leaves 
the market “out of gear,” accord- 
ing to the Dow-Theory oracles, 
and requires that trend prospects 
be viewed “with reserve.” ‘To the 
writer, this is traditional mumbo- 
jumbo. When the Dow Theory 
was formulated, many years ago, 
car loadings were the best indi- 
-ator of distribution, in the ab- 
sence of comprehensive retail 
trade statistics which we have to- 
day. Then, also, rails were the 
“conservative-investment” section 
of the market, which they cer- 
tainly no longer are. Because of 
changed conditions, Dow-Jones at 
one time debated removing rails 


PROFIT 
| INCOME 























from the Theory and substituting 
another “check”—perhaps oper- 
ating utility stocks—against the 
industrials, but gave it up. The 
tradition has some value. Be- 
sides, rails have eventually “con- 
firmed” every bull or bear trend 
—as must any major group of 
stocks in any basic industry. The 
weak spot in the Theory is the 
time lag. On occasion, rails have 
taken weeks, or even months, to 
follow the general market to a 
new high, because of “special con- 
ditions.” Today rail earnings are 
poor and a protracted freight- 
rate case looms ahead—but gen- 
eral business is booming. We do 
not see any mystical significance 
in this divergence—except that if 
enough people think by tradition, 
instead of logic, it will have a 
market influence. 





Amerada Petroleum 
Bell Aircraft 
Cerro de Pasco Copper ............ssssssse0 
Evans Products 
Gorham, Inc. 
Humble Oil & Ref'g. 
Hupp Motor Car 
Krueger Brewing 
Libby, McNeill & Libby....................s00000-0 
Russeks Fifth Ave. 





























INCREASES SHOWN IN RECENT EARNINGS REPORTS 


Latest Year 

Period Ago 
Year Dec. 31 $6.84 $6.70 
Year Dec. 31 11.68 9.53 
Year Dec. 31 1.33 92 
Year Dec. 31 Sue 1.72 
Year Jan. 31 2.55 1.37 
Year Dec. 31 3.94 3.37 
Year Dec. 31 45 ef 
Year Jan. 31 1.97 1.25 
Year Mar. 2 -93 .87 
Year Feb. 28 2.53 1.61 
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Air Line Stocks 


In relation to probable earn- 
ings for this year, perhaps for a 
longer time, air transport stocks 
seem among the most richly pric- 
ed—if not over-priced—issues in 
the market. This group has yet 
to come close to last year’s bull 
market high, with the exception 
of Eastern Air Lines. In this 
case the difference is not mainly 
earnings or prospects, but a 
pending 4-for-1 split. The pur- 
pose of the split is to facilitate 
stock financing for long-term ex- 
pansion. Dividends of real mag- 
nitude may be somewhat distant, 
because of capital needs. This is 
an example of distortion by split. 
Investors will fare best over the 
long run by carefully weighing 
comparative values. A split can 
put a magnifying lens in one’s 
spectacles, without changing the 
underlying reality. 


Retail Trade Shares 


Many of the retail stocks have 
looked “tired” recently. Maybe 
it is just a rest, after an advance 
far above average. Maybe they 
will come to life during the tradi- 
tional summer rise in the market, 
a season in which they often have 
been among the market leaders. 
But it is hard to see how earnings 
can get any better than current 
rates, and speculation thrives not 
on present fact but hope for the 
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future. Since earnings are ab- 
normally good, there is a question 
whether dividends, although head- 
ing up, may not remain somewhat 
conservative in terms of percen- 
tage of profit distributed. Recent 
bull-market highs in most cases— 
especially for department store 
issues—were all-time highs: far 
above the 1937 highs, also above 
1929. We have been bullish on 
these stocks, but are not now in- 
clined to enthuse. We guess they 
can work still higher, but from 
here on we would be more inclined 
to pare down speculative holdings 
on strength than to do more buy- 
ing. 
Free Rides 

Far be it from this depart- 
ment’s general philosophy to de- 
plore the biggest rush of new- 


capital stock financing — since 
1929. The country has long 
missed getting venture capi- 
tal to go to work that way. 
But any good thing can be 
abused. Newly-floated stocks of 


most small, little-known compan- 
ies are radical speculations. Some 
will pay out over the long run, 
some will not. Either way, it will 
take time for the real story to be 
written. Yet in many cases new 
issues are promptly run up to 
prices much above the offering 
prices. That reminds us of 1929, 
when “free riders” were clamor- 
ing to be “let in” on offerings of 
all kinds, feeling certain that the 
new stocks would go up, or be put 
up, in a matter of hours. That 
was some of the easiest money we 
ever saw—while it lasted. But 
there is something basically un- 
real about fast mark- -ups of new 
issues. It is too much like a specu- 
lative bubble. We don’t say it is 
about to bust. It might continue 
for months. But don’t kid -your- 
self that it is normal. When 
money seems to grow on trees, as 
it has been doing for many of the 
“free riders” in new stock issues, 
this writer gets a distinctly un- 
easy feeling. 

The Reports 


An oft-heard argument for a 
hesitant, or lower, market is that 
a number of first quarter earn- 
ings reports will be poor. True, 
enough, but on the other hand, as 
we have noted before, a number 
of them will be good. Suppose in- 
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dividual stocks pretty much ig- 
nore the non-surprising poor 
statements and celebrate the good 
ones. Could be, since it is a bull 
market. The first of the big ones 
to report was American Tele- 
phone, with a nice gain. Among 
the limited number of other state- 
ments thus far released, wide 
gains—-probably wider than had 
been expected — are shown by 
Container Corp., Alpha Portland 
Cement, Johns-Manville, Barker 
Bros., Gillette Safety Razor, 
Sutherland Paper and Owens- 
Illinois Glass. 


With Awe 
We cite with awe, rather than 
pride, that Atlas Corp. war- 


rants recently moved up as high 
as 13%. Back in 1942 they were 
recommended in the Magazine at 
14. They stay ahead of statis- 
tical value, if you could call it 
that. For one warrant, now cost- 
me $13.625, plus $25, you can 
get a share of Atlas Corp. for a 
total of $38.625, but you can buy 
the same thing in the market cur- 
rently for $33. However, the At- 
las warrants represent one little 
flyer that this column will stick 
with—largely for the fun of it— 
until convinced the bull market is 
about over. We are curious to 
see how big a percentage profit 
(it is now around 5,440%) this 
thing can be stretched into. 


Looking Ahead 


We are now almost a third of 
the way through this year. Tak- 
ing stock, it still appears that, 
despite the strikes, bottlenecks 
and price squeezes here and there, 
total business profits for the full 
year may top 1945 and, at worst, 
will certainly about equal it. 
More individual industries will be 





up than down. To cite only some 
of the more important ones on the 
up side, there will be building, 
i mas food products, retail 
trade, drugs and cosmetics, mov- 
ies, home furnishings, metal fab- 
ricating, electric utilities, paper, 
textiles and tires. In terms of 
market interest, the only import- 
ant ones sure to be lower than for 
1945 are autos and auto parts, 
oils and aircraft. 


Acting Well 


Stocks currently acting well, to 
name but a few, include American 
Home Products, Abbott Labora- 
tories, Bell & Howell, Campbell, 
Wyant & Cannon, Celanese, 
Flintkote, International Paper, 
Sutherland Paper, Union Car- 
bide—and just about all the oils. 


Not So Good 


Stocks not performing at all 
well at present, again to name but 
a few, include Ci urtiss - Wright, 
Lockheed, National Airlines, Nat- 
ional Distillers, Patino Mines, 
Phileco Corp.,—and just about all 
of the speculative rails. 

Utilities 

There is a good chance that 
electric power use will pass the 
wartime peak by next winter. Al- 
lowing for tax savings on the one 
hand, realistic rate “cuts on the 
other, m many utilities are likely to 
better 1945 earnings by a margin 
wide enough to warrant some in- 
crease in dividends. The candi- 
dates, not exclusive, which this 


column herewith nominates are 
American Gas & Electric, Com- 


monwealth Edison, Consolidated 
Gas of Baltimore, Philadelphia 





American-Hawaiian S.S. 

Anaconda Copper Mining 
Anaconda Wire & Cable. 

Campbell, Wyant & Cannon Fdry......... 
Dr. Pepper 
Driver-Harris 
Ford Motor Co. of Canad 
Heyden Chemical 
Master Electric 




















DECLINES SHOWN IN RECENT EARNINGS REPORTS 





Thermoid Co. 








Electric and Public Service of 
New Jersey. 
Latest Year 
Period Ago 
Year Dec. 31 $2.74 $3.06 
Year Dec. 31 2.35 3.62 
Year Dec. 31 1.53 2.90 
Year Dec. 31 1.52 1.88 
Year Dec. 31 1.40 1.49 
Year Dec. 31 3.15 4.07 
Year Dec. 31 1.01 1.90 
Year Dec. 31 2.77 2.82 
Year Dec. 31 1.75 2.05 
Year Dec. 31 .63 1.11 




















The Personal Service Department of THe Magazine or Watt Street will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions: 


Give all necessary facts, but be brief. 
Confine your requests to three listed securities at reasonable intervals. 
No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


Special rates upon request for those requiring additional service. 





New York Shipbuilding 
Corporation 
Please furnish report on New York 
Shipbuilding Corporation of Camden, 


New Jersey. 
J.F., Atlantic City, N. J. 


New York Shipbuilding Cor- 


poration is one of the largest 
ship builders on the Atlantic 
Coast. Capitalization consists of 
325,000 shares ($1.00 par) Par- 
ticipating stock and Founders 


stock, 175,000 shares ($1.00 
par) outstanding. Aviation Cor- 
poration has controlling interest 
through holdings of Founders 
stock. 

Gross billings for year ended 
December 31, 1945 amounted to 
$117,074,844. Net income was 
$3,750,443, compared with 
$172,934,297 and $4,331,126, 
respectively, in 1944. Balance 
sheet of December 31, 1945 
showed total current assets of 
$64,075,176, which included cash 
and equivalent of $54,823,668 ; 
total current liabilities were $52,- 
554,363, which included $39,- 
749,825 in contract collections, 
reserved against future costs, 
price adjustments and_ termi- 
nated contracts. Net current 
assets were $11,520,813. Earn- 
ings on each class of stock for 
the past five years were as fol- 
lows: 1945, $7.50; 1944, $6.62; 
1943, $7.06; 1942, $6.08, and 
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1941, $6.15. Dividend of $3.00 
was paid in each of the past five 
years. Drastic naval contract 
cancellations will reduce billings 
and earnings sharply during 
1946, thus maintenance of the 
$3.00 annual dividend rate is 
doubtful. Gross value of uncom- 
pleted work on contracts, at De- 
cember 31, 1945, amounted to 
$68,620,120. 

As outlook is uncertain, the 
stock has less than average at- 
traction. 


international Petroleum, Ltd. 


I recently purchased International Pe- 
trolewm of Canada listed on the Curb 
Exchange. Will you please let me know 
what type of petroleum business they are 
in? Do they refine their products or just 
mine the crude oil? What company are 
they affiliated with, if any, and if they 
refine their products, what trade names 
are they sold under? In other words, 
please give me the history of this stock. 

R.W., Philadelphia, Pa. 


International Petroleum Com- 
pany, Ltd. was incorporated un- 
der the laws of the Dominion of 
Canada in August 1920, as a 
merger of International Petro- 
leum Company, Ltd., incorpor- 
ated in September 1914, and 
Tropical Oil Company of Dela- 
ware. 

Company is engaged in pro- 
duction and refining of crude oil. 


Supplies the local trade in Peru 
with gasoline, refined oil and 
lubricating oil in cases and 
drums and exports gasoline and 
refined oil to Brazil, Chile, Cen- 
tral America, Europe and Pan- 
ama; also supplies the local mar- 
kets with fuel oil in boats and 
furnishes fuel oil to Chile. Crude 
oil is exported to Canada, Ar- 
gentina and Europe. Company 
operates in South America with 
producing properties in Teru. 
Also has 500,000 acre concession 
in Equador. 

International Petroleum Com: 
pany, Ltd. is controlled by Im- 
perial Oil, Ltd., which in turn is 
controlled by Standard Oil of 
New Jersey. 60% of the com- 
mon stock is owned by Imperial 
Oil Ltd. Recent annual earn- 
ings were as follows: 

1941 $1.23 
1942 94 
1943 1.10 
1944 1.25 

$1.00 in dividends was paid in 
1945 and this is subject to a 
15% Canadian tax, payable at 
the source. As outlook for com- 
pany appears favorable, we 
recommend retention. 


Zonite Products 
I have at the present time a small in- 
vestment in Zonite Products Corporation 
and am curious to know the possibilities 
of it. 
. Dr. J. E., Detroit, Mich. 


Zonite Products Corporation 
manufactures and distributes 
tooth paste, antiseptic liquids, 
tonics, moth-proofing chemicals, 
cleansing preparations, floor wax 
and drugs. Capitalization con- 
sists solely of 825,656 shares of 
common stock outstanding. Net 
sales of $5,778,603 was reported 
for 1945, an increase of 23.2 per- 
cent over the 1944 volume of 
$4,689,962. 

Net profit after $626,301 

(Please turn to page 118) 
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keeping Abreast of Industrial 
~ and Company News - 


Sales by United States Rubber Co. during the 1946 first quarter, were substan— 
tially above those in any relative period of previous peacetime years, reports Herbert 
E. Smith, prsident. Shareholders with a little patience may receive more liberal 
treatment at the right time, he hints. 





Total orders to April 1 for Graham Paige Frazer automobiles and farm equip— 
ment have neared the half billion mark, according to President Joseph W. Frazer. 
Production of the new Rototiller for farms is speeding up and within a few weeks is 
expected to tax one-shift potentials. 





During the last decade, canning of domestic crab meat as grown from a modest 
350,000 pounds valued at $130,000 approximately, to a peak of 1.4 million pounds 





Absence of recent Japanese competition may be partly accountable. 





First change in ownership of Merrimack Manufacturing Co., oldest textile mill 
in the country and incorporated in 1822, is announced by Jacob Ziskind, president of 
the new buyers, Brookside Textiles, Inc. Price paid was $1.7 million plus an addi- 
tional sum for inventories. 


Rapid acceptance of air freight by shippers is disclosed by Harold Crary, 
vice president of United Air Lines, in reporting a 273 1/2% increase by his company 
during March over February. Total ton miles of air freight in March came to 221,871, 
eirborne items including pelts, telephone equipment, flowers, serum, clothing and 
automobile parts. 


Bright prospects for tremendous activity by Chrysler Corporation are shown by 
financing steps recently taken by this concern. B. E. Hutchinson, vice president, 
reports that the company's $100 million revolving credit has been extended to 1951, 
with 90 banks in 30 states participating in the loan. 





Stephen Early, once White House secretary and now vice president of Pullman, 
Inc., thinks that ten years of record car construction will be needed to supply new 
lightweight passenger cars to the railroads in order for them to meet competition. 
Continued material shortages caused by strikes in supplier plants is currently hamper- 
ing production, he reports. 


Effects of the coal strike and scarcity of essentials are creating a new wave 
of shutdowns throughout industry. Latest is Philco Corporation, whose president 
John Ballantyne regretfully announces that the main plant in Philadelphia will have 
to close from April 22 to May 6, affecting 3,500 employees. 





Since 1944, progressive Spiegel, Inc., Chicago, has added more than 100 retail 
stores to its chain. Latest newcomers to this family are J. & R. Motor Supply Co., 
operating 54 stores in the Midwest. By this acquisition Spiegel enters the motor supply 
field for the first time, marking a major step in plans to achieve sales in five differ-— 
ent merchandising classifications. 





Disposal of surplus war plants by the Government is making important headway, 
indicating a high degree of confidence by large concerns as to future potentials. 
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International Harvester Co. has made a good bargain in securing for some $6 million 
the Federal—owned Curtiss-Wright plant at Louisville which originally cost $13 million, 
And IHC proposes to spend another $10.6 million to expand and modernize the new 

facilities. 


The War Assets Administration has also leased the $19 million aluminum plant at 
Troutdale, Oregon, formerly operated by ALCOA, to Reynolds Metals Co. Annual rentals 
will range from an early $529,000 up to above $1 million in later years. By acquisition 
of this third huge Federal aluminum plant, Reynold's integrated production will give 
real competition to Aluminum Company of America. 








Heralded competition between plastics and other materials is rapidly becoming 
realistic. . Already exhibited are plastic shoes with plastic soles, and now comes 
American Viscose Corp. with the first plastic hat. Combined wool and plastic fibers 
are claimed to be water repellent and retainthe hat's shape. 





Predictions by Monsanto Chemical Company, also, are that by combining 
woolen goods with the company's Resloom synthetic resin, the coolest summer suits ever 
made will appear on the markets. The new fabric will be thin but strong, and will not 
crease easily. 





Even shirts and collars are likely to achieve permanent starching, if United 
States Rubber Co. has its way. An invisible synthetic resin applied to the textiles at 
time of manufacture does the trick, and will be unaffected 'by laundering or dry 
cleaning. It is applicable to sheets, curtains and dresses of any color, too. 





Chances that silk may soon resume its fight against rayon are enhanced by 
official reports from Japan that 55,000 bales of raw silk may soon be on the high seas 
America bound. And Allied Headquarters announce plans to produce 78 million yards of 
Japanese silk fabrics for export in 1946. 





By installing a transmitter on the summit of Mount Wilson, California, 6000 
feet above sea level, a subsidiary of Paramount Pictures has begun television broad-— 
casts. While the new venture will have a radius of 100 miles, it will eventually serve 
as a link in a nationwide network. 





Metallic tires developed by Goodyear Tire and Rubber Co. are being succesfully 
used in logging and mining areas where conveatial types could not survive. Wire 
instead of fiber cords is bound with rubber components and the sheets are laminated to 
form the tire. 





Nylon, having won supremacy in the stocking field, now promises to compete 
with leather in the manufacture of wallets, seat covers, handbags and panelling. Just 
emerging from the experimental stage in du Pont Co. plants, the new material is 
produced as a sheet in any desired thickness and will come in many colors. 





How diversified are the supply sources of A & P Stores is shown by reports that 
poultry men in 41 states received nearly $56 million for their products in 1945 alone. 
With beef on the scacity list in the current year, and poultry supplies at a record 


high, the chicken raisers are sitting pretty. 


On May 8, stockholders of Gaylord Container Corporation will vote on a 
proposal to split the common on a 3-for-1 basis. Plan is to reduce the par value of the 
shares from $5 to $1.66 2/3. As each share of preferred is presently convertible into 
2 shares of common, hereafter the basis will be changed to read 6 for 1, if holders of 
the senior issue wish to convert. 





Heyden Chemical Corporation also plans a split—up in its common shares. At 
@ special meeting called for May 3, a 2 1/2 to 1 split proposal will be made to share— 
holders, by the process of reducing the par value from $2.50 per share to $1. To finance 
the company's recent purchase of American Potash & Chemical Corp from the Alien 
Property Custodian, new preferred is likely to be authorized. — 
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BILLION DOLLARS 


















SUMMARY 
MONEY AND CREDIT—Treasury now estimates Fed- 


eral deficit may be cut to $22 billion in current fiscal 
year and wiped out in fiscal 1946-7. An additional $1.58 
billion of Federai securities will be redeemed in May 
out of the Treasury's cash balance, which now stands at 
$21.8 billion. This will make a total reduction of $6.36 
billion since March | in the Federal gross debt. No 
reduction in income tax rates, however, is expected this 
ear. Administration ponders higher interest rates. 
President Emil Schram of the New York Stock Exchange 
says banning of margin trading leaves the securities 
markets "ill-prepared for periods of liquidation." 


TRADE—Department store sales in the week ended 
April 6, which was the second week before Easter this 
year, showed an astounding increase of 50°, over the 
like week last year, which was the first week after Easter 
when sales always slump sharply. 


INDUSTRY—Business activity sagged to a level nearly 
4°/, below last year during the second week of the coal 
miners’ walk-out; but should recover to new all time 
heights after the present strike wave subsides. 


COMMODITIES—Owing mainly to a rise of 10 cents 
a barrel in the ceiling price on crude oil, the M. W. S. 
index of raw materials spot prices has advanced since 
our last issue to a new high; but all commodity indexes 
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reacted subsequently upon news that the Pace bill will 
not be pressed as a rider to other legislation. 
* * * 


Under impact of the work stoppage at bituminous 
coal mines, Business Activity receded about 4°, in 
the fortnight ended April 13 to a level nearly 4°/, below 
last year at this time. Cessation of soft coal production 
is also being reflected in sharply lower car-loadings, 
moderate curtailment in steel operations, and a minor 
dip in electric power output. All of these disturbances 
will become more pronounced with each week that the 
strike continues; but a rebound in business volume to new 
heights may be looked for after major labor-manage- 
ment disputes have been settled. 

x * * 


The 80-day strike at International Harvester plants 
has been settled, and it is hoped that a similar outcome 
of labor stoppages at Case and Allis-Chalmers plants 
will permit prompt resumption of production on direly 
needed farm implements. This is among the few rays 
of sunlight breaking through an otherwise beclouded 
labor sky. 


* * * 


Labor unions have filed more than 300 notices of 
Intention to Strike within the next 30 days—a new 
high record for any four-week period. Copper pro- 
duction has now been cut to around 10% of eecal leg 
the walk-out at Anaconda's mines and smelters, while 
imports of the metal are going to be hampered by 


(Please turn to following page) 
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Inflation Factors 
Latest Previous Pre- _— 
Wkor Wkor Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 

MILITARY EXPENDITURE (tf) $b Apr. 10 0.55 0.51 1.57 0.43 ieee 10 BU: 
Cumulative from Mid-1940.............. Apr. 10 332.8 332.3 269.8 14.3 (Continued from page 105) ( 
England's action in raising the price to $3 cents, INE 
FEDERAL GROSS DEBT—$b ee he ae me eg [Oe ee a ome. M 
* * * 3 
N 
MONEY SUPPLY—S$b But it is well not to dwell too long upon such CA 
Demand Deposits—l0i Cities........ Apr. 10 37.3 36.6 38.0 24.3 temporary obstacles to reconversion. To fol. NV 
Currency in Circulation...........0+0+ Apr. 10 28.0 27.9 25.9 10.7 lowers of the M. W. S. index of business ac M 
tivity, President Truman's dramatic announce. G 
BANK DEBITS—13-Week Avge. ment of the Spectacular Rise in Production ELE 
New York City—$b De egoesh ives eacrences Apr. 10 7.43 7.49 6.47 3.92 | of consumer goods and services during March |— | —— 
100 Other Cities—$b Apr. 10 8.14 8.18 7.78 5.57 | was not news. In fact it was predicted in this ” 
column, prior to the last presidential election, St 
INCOME PAYMENTS—Sb (cd) Jen, 12.94 14.27 13.36 g.1} | that the country would witness post-war pros | —— 
Salaries & Wages (cd)...............00 pa 8.13 8.52 9.52 5.56 | Perity of unprecedented dimensions, whoever “3 
Interest te ste vi (ol) wes suseanness Jan. 1.12 2.06 0.94 0.55 | might be elected, for which the Administration 6. 
rt tog act Seamed eee 05 4 4 oe i then in office would claim credit. Fu 
. Payments (ag)........ a ’ Y ‘ i He 

* * * 
CIVILIAN EMPLOYMENT (cb) m Feb. 51.7 51.4 52.1 52.6 Subject to temporary interruptions, the nation en 
a en va — Abed Feb. 7.0 6.8 7.3 8.9 | is entering upon a business boom which may|— | —— 
at ia a — rs . 12.0 15.5 13.6 | endure for several years to come. The chief - 
su LOYMENT (eb) — : 5.5 5.9 45 danger in inept Government policies now is ? 
UNEMP _— Feb. 2.7 2.3 0.8 3.4 | not that they can greatly impede business prog: |p| ENG 
ress during these years of Reconstruction A 
PACTORY EMPLOYMENT (ib4) Feb. 118 123 162 147 Prosperity, but that they may sow the seed for Cu 
Durable Goods .........---ecssssesss eee Feb. 123 137 219 175 bushels of trouble later during the inevitable || MISC 
Non-Durable Goods ..........:.:0:0:s:s000 Feb. 114 112 117 123 sntilaen Aeon: Pa 
FACTORY PAYROLLS (ib)4 Jan. 217 215 335 198 beaiman fai P 
WwW 
FACTORY HOURS & WAGES (ib) Among the more prominent sources of po: Ci 
Weoldy Hours ........ccccscccscsecseseeecenes Jan. 41.1 41.6 45.4 40.3 tential trouble for future years is the Govern Ci 
Hourly Wage (cents) ...........-.00 Jan. 100.4 99.6 104.6 78.1 ment's policy of Low Interest Rates, which | —— 
Weekly Wage ($)....-----------scsecseeseee Jan. 41.27 41.40 47.50 31.79 | depreciate the value of the investor's dollar and °9 
edlb— 
discourage thrift. People are going to find) 1935. 
PRICES—Wholesale (Ib2) Apr. 6 109.1 108.7 105.1 92.2 themselves with a relatively small, and highly | tons. 
Retail (cdlb) Suisseuenoncsbeseuiiiekicbbocansaaeab Jan. 143.0 143.1 139.7 116.1 volatile, nest-egg of savings to tide them over Witho 
the next depression. . 

COST OF LIVING (ib3) Feb. 129.4 129.9 126.9 110.2 * * # 

«RS penne een eccne eae Feb. ; ; R A — 
Clothing “4 ae oe so “a Conditions are similar in England today where] No, 
Noi s Seattabicpusatnislessempeinios ane Feb. 108.3 108.3 108.3 107.8 it is necessary to invest four times as much to Issue 

obtain an income of the same purchasing powef] 300. 

RETAIL TRADE $b as 20 years ago. Recognizing this, the new™| ——— 
; ‘ 4 

Retail Store Sales (cd).............-+ Feb. 6.19 6.44 5.11 4.72 | Labor Government there, in taking over twa] 
Durable Goods o..ssesssssssssessesseeen Feb. 0.94 1.01 0.69 1.14 | Bank of England, has been square enough tH) 
Non-Durable Goods ............s:00 Feb. 5.25 5.43 4.42 3.58 | give private owners government bonds to the 5 
Dep't Store Sales (mrb) ccccccecsocecess Feb. 0.56 0.51 0.39 0.40 amount of four times the par value of theit 15 | 
Retail Sales Credit, End Mo. (rb2) Feb. 2.57 2.59 2.18 5.46 | stock HW, 
a 
. * * * 34 
MANUFACTURERS +e 
New Orders (cd2)—Total Rice 183 181 227 ig! Here in the U. S. A., the Government is 4 
Durable Goods ............:.000 ave ‘Jan, 175 170 267 22\ much concerned over the Drop in Private 2 
Nor-Durable Goods esssssessseenee Jan. 188 188 202 157 Savings since the war. The SEC estimates thd = 
Shipment (cd2)—Total .................. Jon 185 195 261 183 sae : ¢ 13 ¢ 

r liquid savings by individuals and unincorporated 
Durable Goods ................ Jan. 170 196 354 220 e 7 i 
Non-Durable Goods Jan. 196 194 196 155 business (including cash, bank deposits, insu) 8 
ance, pension reserves, investments in securities] 2 [ 
and savings and loan associations, together wit! 5 [ 
BUSINESS INVENTORIES, End Mo. g | ost 
et MIR Ri acsscscssccrintaronce les 27.1 26.7 265 26,7 | liauldation of mortgage and other consum@l 9 5 
Manufacturers’ ...cscccssscseeensussen Jan. 165 163 166 15.2 | debt) increased approximately $157 billion from] 7 F 
UMMMDRRNINR  cicccccoxciscssipsiposesvscosusces Jan. 4.2 4.3 4.0 4.6 | mid-1940 to the end of 1945. The annual it 2t 
Retailers’ Jan 6.4 6.1 5.9 i — hed i ¢ $40 3 F 
Dept. Store Stocks (rb)—I............. Jan. 156 141 148 lll Rieti edie 
New H 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago _— Harbor 
ESS ACTIVITY—I—pc Apr. 154.3 155.6 159.4 141.8 
Pa W. S.)—I—np P pl 167.7 169.2 171.3 146.5 billion in 1944; but only $37 billion were added 
to these savings in 1945. 
INDUSTRIAL PROD. (rb)—I—np| Feb. 154 160 236 174 id eee 
Mining Feb. 142 140 141 133 
ne pig = >" anaaeaa — ee es jes . Low yield on investments is not solely re- 
Non-Durable Goods, Mfr eb. 3 id 
' sponsible for the recent decline in the rate of 
ON such CARLOADINGS—t—Total Apr. 645 809 766 833 savings. Of probably greater influence are the 
To fol. Manufacturers & Miscellaneous Apr. 368 373 389 379 rise in living costs, the fast increasing avail- 
ness ac 7 = = _ — ability of consumer goods and services, and a 
nnounce:- c slowing down in the rate of expansion in the 
' utpu w.H.)m Apr. 3,988 992 4,322 , country's tota upply o oney an e- 
duction B |} ELEC. POWER Output (Kw.H.) p 3,99 32 3,267 , | Suppl f M (bank d 
hie SOFT COAL, Prod. (st) m Apr. 09 133 77 10.8 | Posits plus currency in circulation). 
7“ Cumulative from Jan. | Apr. 162 161 161 446 * * * 
election, |B | Stocks, End Mo Feb. 51.2 46.5 45.8 61.8 
ar pros The greatest annual increase in the nation's 
whoete Micds Galpct, Daly m ~ on - ‘i i supply of money was around 28 billion in 1944. 
hehehe rude Output, Daily pr. : . ; , : ‘. 
istration Gasoline Stocks Apr. 104 105 TF 87.8 = eo eta ay sai ve = ne 
Fuel Oil Stocks Apr. 37 38 4| 94.1 ion. e rate of expansion is naturally muc 
Heating Oil Stocks Apr. 29 28 a7 54.8 slower now as Government deficit financing 
LUMBER, Prod. (bd. ft.) m ewe 415 403 508 632 through the banks tapers off. Much of the in- 
e nation creased rate of savings during the war was an 
Stocks, End. Mo. (bd. ft.) b Mar. 2.3 3.0 3.1 12.6 d f gs during th 
ich may unavoidable consequence of the swift increase 
he chief elected — ee - oo ry Mo ara a in the total supply of money. Somebody had to 
umulative fro . i ; : : q 
now is own this money and, as corporations are loath . 
SS prog: prea — ‘i si ‘ai . ~_ to keep too much idle cash on hand, since it 
en m pr. | 4 thi a . 
truction ee ae 6 has, 1.230 aT 466 5.692 earns nothing, individuals and unincorporated 
seed for | business concerns were forced to save, like it 
MISCELLANEOUS or not. 
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Paperboard, New Orders (st) t. 
U. S. Newsprint Production (st) + 

Do., Imports from Canada 
Wood Pulp Stocks, End Mo. (st) + 
Cigarettes, Domestic Sales—b........ 
Cigars, Domestic Sales—m 





Apr. 
Mar. 
Mar. 
Feb. 
Feb. 
Feb. 


225 
65 

264 
74.3 
22.6 

455 


184 
60 

254 
67.0 
25.2 

469 


204 
64 
214 


72.8 
16.7 


386 


165 
83 
283 
98.5 
17.1 
543 





* * * 


Cash Dividends paid in the three months 
ended Feb. 28 amounted to $1.25 billion, 1% 
ahead of the like period a year earlier. 





ag—Agriculture Dep't. 


b—Billions. 


cb—Census Bureau. 


cd—Commerce Dep't. 


cd2—Commerce Dep't. Avge. Month 1939—100. 


edlb—Commerce Dep't. (1935-9—100), using Labor Bureau and other data. en—Engineering News-Record. |—Seasonably adjusted Index. 
1935-9—100. Ib—Labor Bureau. |b2—Labor Bureau, 1926—100. |b3—Labor Bureau, 1935-9—100. Ib4—Labor Bureau, 1939—100. lt—Long 
tens, m—Millions. mpt—At Mills, Publishers and in Transit. mrb— Magazine of Wall Streeet, using Federal Reserve Board data. np— 
Without compensation for population growth. pc—Per capita basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, instal- 
ment and Charge accounts. st—Short tons. t—Thousands. tf—Treasury and Reconstruction Finance Corp. 
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lay where] No, of 1946 Indexes (Nov. 14, 1936, Cl—100) High Low Apr.6 Apr. 13 

much tof] Issues (1925 Close—100) High Low Apr.6 = Apr. 13 100 HIGH PRICED STOCKS.. 108.12 97.62 107.87 108.12Y 
ng power} 300 COMBINED AVERAGE .... 186.2 164.5 = 182.5 181.6 100 LOW PRICED STOCKS.. 247.97 202.59 233.96 231.50 

the new 

one an 4 Agricultural Implements.... 236.7 204.9 227.2 226.8 6 Investment Trusts ............ . 82.3 70.0 79.3 82.3P 
h te Il Aircraft (1927 Cl—100).. 284.4 247.4 259.6 252.2 3 Liquor (1927 Cl.—100)....1185.8 1000.2 1110.9 1092.6 
noug 6 Air Lines (1934 CIl—100) 1208.6 1023.6 [112.4 1049.9 8 Machinery 181.6 202.0 201.1 
Is to the 5 Amusement 203.3 143.7 202.6 203.39 3 Mail Order 140.3 192.2 193.8R 
of theit 15 Automobile Accessories . 336.2 290.0 301.9 297.3 3 Meat Packing 111.4 119.2 117.6 
11 Automobiles 54.2 57.7 57.3 13 Metals, Non-Ferrous ........ 232.1 269.5 264.7 

3 Baking (1926 Cl_—100) .. 21.1 26.0H 24.3 3 Paper 32.7 41.7 41.8P 

3 Business Machines 325.0 286.1 310.2 319.0 23 Petroleum 175.1 204.6 208.8Z 
2 Bus Lines (1926 Cl—100) 202.4 1763  2024Z 191.9 20 Public Utilities 131.2 158.5P 155.3 
rnment is 4 Chemicals ; 238.3 262.1 270.8R 5 Radio (1927 Cl—100).... 35.2 37.1 35.9 
Private 2 Coal Mining 26.4 29.9 27.9 8 Railroad Equipment 94.8 100.8 99.3 
nates tha 4 Communications 82.0 85.1 84.6 22 Railroads 34.9 35.6 35.2 
{ 13 Construction 67.9 77.7 78.7 CCS eae ee 39.1 44.5 42.9 
orporatellll = Containers 384.8 436.8Z 429.4 2 Shipbuilding 1225  1788Z 1665 
sits, insu} 8 Copper & Brass 108.7 128.3 124.8 3 Soft Drinks 568.5 588.4 593.5 
securitisf] 2 Dairy Products 64.6 WS 79.6P 12 Steel & Iron 119.1 134.1 132.7 
ether wilt 5 Department Stores 89.7 118.5Z 116.4 3 Sugar 75.7 85.9 85.3 
5 Drugs & Toilet Articles .... 262.8 194.8 260.0 262.8Z 2 Sulphur 241.7 272.4 277.3R 
consume] = - 2. Finance Companies 268.9 308.3F 301.7 3 Textiles 126.7 162.3Z 159.5 
illion from 7 Food Brands 205.5 227.8Z 226.5 3 Tires & Rubber 42.5 51.9R 50.6 

annual ir 2 Food Stores 73.8 92.39 88.8 5 Tobacco : 86.8 96.5 97.3H 
1 of $404 3 Furniture 105.2 117.5 118.3H 2 Variety Stores 378.7 318.5 363.4 378.7Z 
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3 Gold Mining 1346.1 


1098.5 


1142.3 


1098.5a 


Unclassified (1945Cl.—100) 113.6 


98.2 


109.8 


110.3 





New HIGH since: F—1939; H—1937; P—1931; Q—1930; 


R—1929; Y—Nov. 14, 1936. Z—New all-time HIGH. a—New LOW since 1945. 
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Trend of Commodities 





There is every indication that we have seen the high in 
commodity futures for the next four months at least. In the 
first week in April the Dow-Jones futures index reached a 
new all-time high. On April 12 it suffered the sharpest 
single day's decline in more than six months. Rye was off 
the limit of 5c a bushel, while cotton was down 97 points 
at one time or within three points of the maximum decline 
permitted in one trading session. The break came shortly 
after Representative Pace of Georgia had stated that he 
would not offer his bill to include farm wages in a parity 
formula as an amendment to the price control extension 
bill. He said that he did not want to attach his bill to a 
piece of legislation expiring in 1947. The sharp break in 
all futures was a measure of the degree that politics, 
rather than supply and demand factors, are determining 
prices. Since new crop grain movements are less than two 
months away, the price trend should be down for a while. 


Spot prices are moving steadily upward with our daily 
index and that of the B.L.S. in new high ground. With the 
exception of chemicals and miscellaneous commodities al 
groups have joined in the advance. Farm products are in 
the lead at 135.2. The weekly index has crossed 109 (See 
magnifying glass which emphasizes rapid rise) and is on its 
way to the 1920 peak. Regardless of the action of futures 
prices in the next few months the all-commodity index 
will move steadily upward. 

Some weeks ago the Administration decided to have a 
little inflation rather than a little deflation. It is not so 
happy with that decision. The economists are finding out 
that wage increases mean price increases. Strikes in in. 
dustry are curtailing production so that living standards 
are going down, not up. The pressure of funds in the hands 
of the public means more extensive black market opera- 
tions. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August 1939, equal 100 


Date 2 Wk. | Mo. 3 Mo. 6 Mo. | Yr. Dec. 6 
Apr.13 Ago Ago Ago Ago Ago 1941 
28 Basic Commodities 190.0 190.2 189.6 187.1 185.7 183.8 156.9 
11 Import Commodities .... 170.7 170.7 170.7 168.9 168.9 169.0 157.5 
17 Domestic Commodities.. 203.7 204.0 202.9 200.3 197.4 194.0 156.6 


RAW MATERIALS SPOT INDEX 
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14 Raw Materials, 1923-5 Average equals 100 


Aug. 26, 1939—63.0 Dec. 6. 1941—85.0 


1946 1945 1944 1943 1941 1939 1938 1937 
PND sis ciccis 98.4 958 845 92.9 85.7 783 658 93.8 
RW osc isicisyee 95.5 936 91.8 89.3 74.3 61.6 57.5 64.7 





Date 2 Wk. | Mo. 3 Mo. 6 Mo. | Yr. Dec.6 
Apr.13 Ago Ago Ago Ago Ago 1%! 
7 Domestic Agricultural.... 238.8 239.5 238.1 234.1 229.7 227.1 163.9 
NZPA OO SEUENS oe csr caccsscasssnss 216.3 216.6 216.4 213.4 210.3 209.3 1692 
16 Raw Industrials 172.3 172.3 171.5 169.7 168.9 166.5 1482 


COMMODITY FUTURES INDEX 
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110 hea 
F- Fai 
100 DOW-JONES 
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Average 1924-26 equals 100 


1946 1945 1944 1943 1941 1939 1938 1937 
| oer 110.36 106.41 98.13 96.57 84.60 64.67 54.95 82.4 
BOW cos csscccrsens 104.21 93.90 92.44 88.45 55.45 46.59 45.03 52.0? 
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COMMODITY HIGHLIGHTS 


RYE. . . Rye held the spotlight during the past two weeks with the May con- 
ract selling at $2.475% a bushel, a new all-time high. When the premium on 
ash is added, the price was more than a $1.00 a bushel above the ceiling 
yhich goes into effect on June |. The April | report of the Department of 
Agriculture revealed that rye stocks on the farm totaled slightly more than 3 
nillion bushels. This was half the total of a year ago and only 20 per cent of 
the 10-year average. Since the open interest in the May contract was greater 
han the available stocks, it was easy for the longs to squeeze the shorts. 

The market was lower in the second half of the period under a new develop- 
nent. The Department of Agriculture limited distillers’ grain stocks to a 
day supply. Those with more than that could use no grain or grain prod- 
ucts in the manufacture of beverage alcohol or distilled spirits. The order 
became effective on April 15 and the distillers had to report their position by 
April 22. This should result in the liquidation of some cash rye before the 
june | deadline. 





COCOA ... Imports of cocoa beans in March were about double what they 
vere a year ago and stocks at the end of the period were equal to a four 
nonths' supply. In addition, fairly large quantities are afloat from Africa and 
brazil, which indicates that stocks will be built up further in April. 

The outlook for the balance of the year is not as favorable. European buyers 
are competing in the market now and paying prices which importers here 
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cannot meet under existing price controls. The new African crop will not be 
wailable until the last quarter of the year and, unless ceilings are raised in 
he meantime, we will not get our share of world supplies. 


UGAR .. . Allotments of sugar were increased 10%, for the second quarter 
f the year, as we predicted some time ago. It appeared likely that there 
ould be an additional 10° increase in the third quarter of the year, but 
ecent events make this questionable. 

Most important is the Government's export program. No exact figures are 
vailable, but it will probably be substantial. 

The immediate problem is one of refining. The Government pulled out of 
evice 22 ships from the Cuban sugar run and returned them in ballast. Some 
fargoes arriving at Philadelphia have been unable to dock because of the 
higboat strike. It will take some time to make up the time lost. 


LOPRA . . . Many import items which have been absent since before the 
yar are now coming back. Last month the steamship Katherine L. Bates 





rived at Portland, Oregon, with the first full cargo of copra to enter that 
ort in approximately four years. The shipment consisted of 4,900 short tons 
f bulk copra and came from Saipan. Saipan is somewhat north of the usual 
pra collection centers, but disruption of pre war transportation in the Philip- 


1 1639 pe Islands has made Saipan an important assembly point for the time being. 
"3 1692 Ihe head of the U. S. Commercial Co. states that the Philippine copra 
5 148.2 dustry is making rapid strides toward rehabilitation and he predicted that 


~ 


S 
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uports in the second half of the year would be above the prewar average, 
hich means real progress. According to the Export Management Co., actual 
nports from the Philippines to the U. S. in the first three months were: 


January 8,342 long tons 
February 11,788 "  " 
March 3332 ia 





Copra is especially important at this time. It supplies us with coconut oil 
nd copra meal. Before the war we consumed around 500 million pounds of 
nconut oil annually. This was about 10 per cent of our consumption of all 
ts and oils. The primary use of coconut oil was for soap making. Its second 
ost important use was in oleomargarine. 

Unfortunately the new arrivals will not all be used for domestic consumption. 
e Department of Agriculture is buying supplies of coconut oil on the West 
sast for delivery to UNRRA. They are reported to have bought between 
000 and 10,000 long tons of oil at the ceiling price, which was the allotment, 
d will probably be given additional allotments shortly. 

Meanwhile Congress is looking into the picture. Under the terms of a new 
ingressional bill, the Philippine Islands will be permitted to ship 200,000 
ms of coconut oil to the United States free of duty until 1955 and thereafter 
® amount exempt from ordinary customs duty will be reduced 10,000 tons 


5 82.4 Bnually until 1974. After that date all limitations will be lifted. 


3 52.03 


TREE! 
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SCHENLEY DISTILLERS CORPORATION 


NOTE—From time to time, in this 
space, there will appear an advertise- 
ment which we hope will be of interest 
to our fellow Americans. This is num- 
ber 119 of a series. 


SCHENLEY DISTILLERS CORP. 





Talking Figures 


By MARK MERIT 


in this 
The rea- 


Figures are “talking - up” 
piece—and not in a whisper. 


son? We hear frequently that the 
present-day consumption of distilled 
spirits, whiskey, gin, etc., “is enor- 


mous” so let’s give the figures a chance. 


There are three factors which should 
be considered. 


1. Per capita consumption 
2. Average national income 
3. Population 


In the years 1900 to 1917, the av- 
erage per capita consumption of dis- 
tilled spirits was 1.59 wine gallons (a 
wine gallon consists of 128 ounces). 
The average national income during 
these years was $33.9 billion. The av- 
erage population of the United States 
during this period was 93 millions. 


The figures for 1918 and 1919 have 
been omitted because they are not rep- 
resentative. A number of states had 
adopted prohibition before the eight- 
eenth amendment was finally adopted 
in 1920. There is no way of estimating 
the amount of illegal whiskey consumed 
in the United States during the years 
1918 and 1919. 


Now, let’s take the years following 
repeal. From 1934 to 1944, the aver- 
age consumption per capita was 1.02 
wine gallons. In 1945 the estimated 
consumption was 1.40 wine gallons. 


Since repeal, our population has 
grown from 126 millions in 1934 to 
about 140 millions in 1945. This is an 


increase of approximately 10%. During 
that same period, our national income 
increased from $49.4 billion in 1934 to 
an estimated $160 billion in 1945, or 
an increase of almost 300%. 


The obvious conclusion then, is this. 
The per capita consumption of distilled 
spirits is less than it was during the 
ten years prior to prohibition, despite 
the tremendous increase in our national 
income. America today is not spending 
as large a percentage of its national in- 
come for distilled spirits as it did in 
the pre-prohibition period, frequently 
referred to as “the good old days.” 


FREE—Send a postcard to MARK MERIT 
OF SCHENLEY DISTILLERS CoRP., Dept. 
15-A, 350 Fifth Avenne, N. Y.1, N. Y., 
and you will receive a booklet contain- 
ing reprints of earlier articles on 
various subjects in this series. 
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This advertisement appears as a matter of record only and is under no circumstances to be 
construed as an offering of these securities for sale, or as a solicitation of an offer to 
buy any of such securities. The offering is made only by the Prospectus. 


125,000 Shares 


Fruehauf Trailer Company 


4% Preferred Stock, Cumulative 


(Par value $100 per share) 


Price $104.50 per Share 


(plus accrued dividends from March 1, 1946 to date of delivery) 


Copies of the Prospectus may be obtained in any State from such of the several Under- 
writers, including the undersigned, as may lawfully offer the securities in such State. 


LEHMAN BROTHERS WATLING, LERCHEN & CO. 


April 11, 1946. 




















Building an Estate with 
Common Stocks 





(Continued from page 99) 


If the program is to be a con- 
tinuous one, involving the 
periodic addition of capital sums, 
it can be started at any time. 
But the fact that common stock 
prices are now at the peak of a 
four-year rise places a consider- 
able premium upon the choice of 
issues. For this reason, the new 
investor starting to create a 
sound estate should seek com- 
petent advice—not the gratui- 
tous advice of well-meaning 
friends but that of 
banker, stock exchange firm or 
professional investment counsel. 





G.I. Home Loan Privileges 





(Continued from page 97) 


excessive in relationship to the 
home purchaser’s income. Gen- 
erally it is stipulated that one 


a good. 


week’s salary be equal to or ex- 
ceed the monthly home loan pay- 
ment. The latter includes allow- 
ances for 1/12th of the annual 
real estate taxes and fire insur- 
ance premium. A further pre- 
caution to be considered by the 
Veteran is the consideration of 
his “take-home-pay” as the basis 
for his capacity to carry a home 
loan. The lending institution may 
only consider the gross weekly 
salary while today’s high income 
tax deductions, social security, 
pension plans and other deducti- 
ble items may cause the net or 
“take-home-pay” to be substan- 
tially less than the gross income. 
It’s best for the Veteran to pro- 
ceed on a cold “cash and carry” 
basis . . . particularly while the 
cost of living is so high. The 
Government calls all of this a 
“proper relationship between 
your monthly payment and your 
present and anticipated income 
and expenses.” Therefore, the 
former soldier is not encouraged 
to incur a debt which could prove 
burdensome. The principal pur- 
pose of the GI Home Loan is to 
enable the Veteran to make a 
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home purchase in_ proportion 
with his economic status. The 
GI loan will continue as the main 
theme of these discussions until 
the principal aspects have been 
covered for the benefit of ow 
Veteran readers. 










—_—— 


Opportunities For Income 





(Continued from page 95) 
CITIES SERVICE CO.: This con- 


pany has voted to call for pay- 
ment $35,000,000 of the con- 
vertible debenture 5s of 1950 and 
same will be redeemed at 102 and 
interest on June 1, 1946. There 
are $75,578,100 of the converti- 
ble 5s of 1950 outstanding and 
the partial redemption will sharp- 
ly pare down the senior securities 
and reduce interest charges by 
$1,750,000 annually before taxes 
and simplify considerably _ the 
problem of providing for the hal- 
ance of the issue at or prior to 
its maturity four years hence 
Funds for the partial redemption 
of the debentures are being pro- 
vided from cash resources cur 
rently on hand and by repayment 
of a portion of advances to sub- 
sidiary companies. 





Planned Modernization 





(Continued from page 72) 


ers as well. Basic support of every 
period of general prosperity ha 
always been unusual activity on the 
part of the capital goods indus 
try, and for a good many year 
to come it looks as if these > 
pliers would be kept exceedingly 
busy. Chief competition for them 
will come from Great Britain ani 
to a less extent from Sweden ani 
Switzerland, now that Germany 
is out of the picture. But whe 
the Anglo - American Loan hai 
been confirmed and the Bretto 
Woods agreement comes strong}! 
into play, world trade in Amer: 
can-made machinery will tend t 
prolong the promising boom pet! 
od in the offing. Last but n 
least, by modernization of 0 
own industry, a flood of better 
and probably lower priced, good 
of all kinds will raise standard 
of living not only here at hom 
but throughout the entire world. 
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PACIFIC GAS AND ELECTRIC COMPANY 


SAN FRANCISCO, CALIFORNIA 


Review of 1943 


The Year 1945 marked for this Company, as 
for American industry in general, the successful 
completion of one important task and the begin- 
ning of another. During the war, all demands for 
essential electric and gas service in its field of op- 
erations were met promptly and fully. Now that 
peace has come again, the Company is devoting its 
efforts and resources to promoting and providing 
for the continued development of Northern and 
Central California. 

Following the end of hostilities there was some 
recession in our industrial load, but sales to domes- 
tic and commercial customers continued to increase. 
The decline in revenues from war industries was 
more than offset by increases in other classes of 
service carrying higher average rates, and total 
revenues each month exceeded those of the corre- 
sponding months of 1944. 

Sales of electricity for the year totaled 714 billion 
kilowatt-hours, within 19 of the 1944 record. Gas 
sales reached a new peak of approximately 136 bil- 
lion cubic feet, more than 8% above the preceding 
year. There were uninterrupted monthly gains in the 
number of customers served. 

In 1946 the Company will benefit substantially 
from lower Federal taxes on income, and from re- 
duced interest charges due to recent bond refunding 
operations. These annual savings, while partially 
offset by higher operating costs, are sufficient to en- 
able the resumption of rate reductions, temporarily 
halted by the war. Throughout our history, such re- 
ductions have been made whenever possible. Ac- 
cordingly, rates for gas and electric service, already 
among the lowest in the country, were further re- 


duced early in 1946. 


5 ALrnual KR ofrol 


The downward trend of the Company’s rates is 
in sharp contrast with increasing living costs. Un- 
der our new rates a typical residential customer in 
San Francisco will pay 16.8% less for 100 kilowatt- 
hours of electricity and 38.4% less for 40.6 therms 
of natural gas than the average prices for these con- 
sumptions in the period 1935-1939. Meanwhile, ad- 
justments in wages to employees have kept pace 
with increased living costs. 

Few corporations in the country enjoy a wider 
distribution of stock ownership. At the close of the 
year stockholders numbered 133,642, a gain of 
12,567 within the year. Approximately 82,000, or 
almost two-thirds of the total, reside in California. 
About 114,000, or 85.6% of all stockholders, own 
lots of from one to one hundred shares each, indi- 
cating wide distribution among small investors. 


CUSTOMERS RECEIVING SERVICE 


Electric customers .. ~ « « « EMIZSA 
Clin CUMONIGEE © oars a, amelie ween cee 783,989 
Waler customers = 5. Go < se 6 oS ae 6 oe 13,817 
Blea CUSIOMIERS 5. 6.6. a 8 ee ee ee a 
OC) Ce iene eens eee Rew anros! 7 0 873 
DISTRIBUTION OF STOCK OWNERSHIP 
WEOMEETE: <5. nate a SO i Sy A GO eee ee eee 
1 Ce ne Oe ee ee ee ee eee ue) 
Vom Pememte. oo a e- 5G emer te ee ee Se 
Trust Estates. Ja aeean se anes 6,228 
Corporations, Partne rships, OT amie et FATR 2,412 
Religious: fustitutions . 2. . < « « .°s « « 344 
Insurance Companies . . os & & es & 243 
Educational Institutions . . J oolrantencaci rg 234 
oe Investment Companies,etc.. . . . . . 196 
Charitable Institutions . . . . . « « « « += _ 8 
J co) Re eee eget ane me 3 





Maintenance and Operating Expenses te xcept 
Federal taxes on income) and Provisions for 
Depreciation and Other Reserves 

Provision for Federal Taxes on Income ¥3. 

Total Operating Revenue Deductions. 127,107,5 
9 
or 


Net Operating Revenues 


tions such as those resu!ting from bond refunding operations. 





SUMMARY OF CONSOLIDATED EARNINGS STATEMENT 


93,260,086 
3,847, = 


3.161.866 


MiscellaneousIncome ......... 319.08: 
Grossuncome. =f 4- Gk % 2d es ~OOABOSS 
Bond and Other Interest, Discount and Other 
Income Deductions 11,528 
Net Income to Surplus : 21,952, 
Dividends on Preferred Stock . 8,427, 
Balance . 13,524, 
Dividends on Common Stoc k 12,523, 
Balance . «« » ® FOOC7 
Earnings Per Share of Cc ‘ommon Stoe k. ai cate re 
Dividends Paid Per Share Common Stock . . $2.00 


*Stated on the basis of current operations, without giving effect to non-recurring tax reduc- 


Looking Ahead .... 


Year Ended December 31 California, long one of the fastest grow- 

1945 1944 ing states in the nation, now ranks third 

- abs. tone we pulatio he war served to a i 

Gross Operating Revenues . $160,269,447 $151,773,236 in population. The war served to accel 






erate an already tificant westward 
movement of popu satin mn and industry. It 


parent that the industrial, agricul- 

87,441,842 tural d commercial de velopment of this 
*30,149,179 

117,591,021 

34,182,215 

318.056 

34,500,271 








area will continue greatly above pre-war 






of the opinion that under nor- 
ions stability can best be 
y striving for expanding mar 

ed production, with unit 
selling prices at the lowest levels con- 
sistent with the maintenance of satisf 
12,462,932 tory service, fair wages, fin 
irn to investor 
rward with confi- 





inci: ound- 





1a reasonable 
To this end, we look f{ 
nce to the continued progre 








increasin opport 
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COPIES OF THE COMPANY'S 1945 ANNUAL REPORT MAY BE SECURED ON APPLICATION TO E. J. BECKETT, TREASURER, 245 MARKET STREET, SAN FRANCISCO 6, CALIFORNIA 
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This advertisement appears as a matter of record only and is under no circumstances to be construed 
as an offering of these securities for sale, or as a solicitation of an offer to buy any of such 
securities. The offering is made only by the Prospectus. 


Not a New Issue 


211,000 Shares 


American Airlines, Inc. 


Common Stock 


(Par Value $5 Per Share ) 


Price $90 per Share 


Copies of the Prospectus »nay be obtained in any State from such of the several Under- 
writers, including the undersigned, as may lawfully offer the securities in such State, 


EMANUEL, DEETJEN & CO. 


April 11, 1946. 





LEHMAN BROTHERS 








Russia will permit continued con. 
petition from American concerns 
in Roumania and other countries 
over-run by her in Europe, al- 
though late reports suggest that 
she may permit restricted opera- 
tions or pay something for the 
facilities she has seized. All said, 
Russia is the big enigma in the 
world oil picture and her future 
course will bear careful watching. 





From "Soup to Nuts" 





(Continued from page 81) 


Those who clearly remembered 


the struggles of the 1980s 
thought that a repetition of sucl 
unfavorable conditions would 


present a serious threat to i- 
tegrated organizations. ‘Ten or 
twelve years ago converters were 
able to buy gray goods fron 
mills operating unprofitably and 
then were able to have their fab- 
rics processed by finishers wh 
also were operating at a loss in 
order to keep organizations in- 
tact. Any return to such keen 











‘Relative Oil Strength 
of Major Powers 





(Continued from page 86) 


the policies outlined in the above 
agreement, serious doubts exist as 
to whether Russia will fall in line, 
because her oil resources are so 
large that in time she could dis- 
pense with reliance upon imports 
to meet her expanding needs. 
While Russia’s proven reserves, as 
previously pointed out, are only 
about 11% of the world’s tctal, 
she now dominates the output of 
the five major oil-producing coun- 
tries in Eastern Europe. Judging 
from more recent events, she may 
also gain additional production 
from her latest venture in North- 
ern Iran, although in some quar- 
ters it is believed that military 
rather than economic motives led 
her to win a toehold in this adja- 
cent country. Fact is that the 
potential oil supply within Rus- 
sia’s own borders in reality is tre- 
mendous, the secretly known re- 
serves possibly amounting to 22.5 
billion barrels or 10% more than 
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those in the United States at the 
present time. Additionally, along 
Russia’s 4500 mile Arctic cvast 
line, it is reported that oil seep- 
age denotes the presence of an 
enormous untapped pool. Certain, 
it is that in the longer range 
term, exports of oil products by 
Russia will intensify international] 
competition for world markets 
and give the British and Ameri- 
cans food for serious thought. 
Of more immediate concern to 
the international scene is the un- 
doubted emergence of both Russia 
and the Middle-East producers as 
main suppliers of all oil items to 
the European nations. As Eng- 
land’s lifeline till now has heen 
considered the Suez Canal, the 
trend presently is towards her oil 
outlets in the Mediterranean, for 
from these her entire fleet is fueled 
and her major industrial require- 
ments met. American firms, of 
course, are preparing to lessen 
their exports from the United 
States in competing for foreign 
markets, and in the process will 
rapidly expand production from 
their promising Middle - East 
fields. Grave doubts exist that 
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competition would impose double 
burdens on vertical integrated 
mill organizations necessitating 
absorption of losses at two stage 
of production. These are the po- 
tential threats to expanded tex- 
tile manufacturers. 

This recent develepment in i 
typically volatile. industry pre 
sents new factors that need care 
ful appraisal by investors inter 
ested in mill stocks. Whether 
they realize it or not, stockholder 
are gambling their equity in net 
ventures and untried fields from 
which later returns will be disap: 
pointing ——if not dangerous 
costly. 

It would be rash, of course, tl 
forecast disaster for large textil 
combines merely because integre 
tion had proved of questionabl 
merit in other industries and be 
‘ause prices paid for propertie 
may have been excessive. Thi 
test which looms ahead will m 
volve intangible management fac 
tors which promise to have col 
siderable bearing on eventual rt 
sults. Skills in styling, for ev 








ample, and merchandising abilit/ 
are important determinants 0 
volume in textiles. Alert mat 
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agements which are able to main- 
iain these activities on a high 
plane should be better equipped 
to survive as conditions gradu- 
ally return to normal. 





United Fruit 
—An Investment Audit 





(Continued from page 93) 


bility of the culture, it looks as 
if it would be turned over to the 
natives hereafter, because Wash- 
ington does not favor too much 
competition with the Philippines. 

Strategy of United Fruit in 
establishing and retaining politi- 
cal friendship in the numerous 
countries wherein it has become 
entrenched involves a basic poli- 
cy to improve living standards of 
the respective populaces. While 
the company broadly _ benefits 
from the low wage scales prevail- 
ing in all Latin-American coun- 
tries, it makes a point of paying 
its employees much more than 
average rates, builds school 
houses for them and homes with 
many up-to-date conveniences. 

Such policies seem likely to 
pay off in the long run, and when 
political opponents start to raise 
serious trouble the company has 
a strong card up its sleeve in 
threatening to abandon an un- 
friendly country to concentrate 
in any of the other dozen at its 
command. 


Despite substantial outlays in 


1945 for new ships and improved | 


facilities, working capital at the 
year end of $37.7 million de- 
clined only slightly compared 
with the previous year, and 
against the relative showing in 
1941, a net gain of $17 million 
is apparent. Net current assets 
of $71.6 million amply cover 
total net current liabilities of 
$16.1 million, the current ratio 
of 2.1 exactly equalling that of 
1941. Indeed, holdings of cash 
and Government securities alone 
exceed current liabilities by 
some $21 million. More closely 
scanned, the 1945 statement 
shows the company to be entirely 
free of bank debt and there are 
no funded debts or preferred 
stock issues ahead of the com- 
mon. In noting the consistent 
advance in the book value of the 
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Transportation pioneer 


The two dominating spheres of achievement of George Westing- 
house were tran sportation and alte rnating current. 

His first major contribution to transportation was the famous 
Westinghouse air brake — followed, a few years later, by his devel- 
opment of automatic block-signaling systems for railroads. 

Later, this great inventor-engineer pioneered a single-reduction- 
gear direct current motor which caused sweeping changes in the 
operation of street railways. 

But a unique achievement in the life of George Westinghouse 
came in 1905 — when he brought transportation and alternating 
current together in a single masterful triumph of engineering. 

For, on May 16, 1905, he successfully demonstrated the first 
single-phase main-line electric locomotive before the delegates to 
the International Railway Congress, at his plant in East Pittsburgh, 
Pennsylvania. 

Shortly afterwards, in 1907, Westinghouse electrified the first 
. the New York, New Haven & Hartford, 
between Woodlawn, New York, and Stamford, Connecticut. 


main-line railroad . . 


This spectacular accomplishment heralded the major electrifica- 
tion of ratlroads the world over. 


Westinghouse 


ve ome 2S Covees OFFICES EVERYWHERE 


other types for industrial use. 


Tune in: JOHN CHARLES THOMAS — Sunday, 2:30 pm, EST, NBC 


TED MALONE — Monday through Friday, 11:45 am, EST, American Network 





TODAY ... A new and revolutionary type 
of locomotive is hauling heavy trains over the 
Pennsylvania Railroad Lines. It is powered 
by a Westinghouse geared steam turbine .. . 
the smoothest, most compact, most efficient 
source of steam power ever devised by man. 
In addition to many products used by rail 
roads, the Westinghouse Electric Corporation 
also builds electric mine locomotives and 


















































—5 For Short Term Profit 


1 Price now 22. New company with fine potentials 

from reorganization outgrowth. Comparatively 
simple capital structure. Controls many seasoned 
| companies. Earnings over $2 per share and in 
uptrend. Good possibility of dividends soon. 
Actively traded with good market. 





2 Price now 14. Second preferred stock. Yield 3.6% 
Attractive for high percentage gains due to liquid- 
ating and redemption price of $32 per share, as 
25% of net income above preferred dividend re- 
quirements must be set aside in a sinking fund 
provided therefore. 


3 Price now 14%. Company international in scope 
Strong financial position. Cash assets alone over 
twice current liabilities. Improving earnings. 
Controlling common stock held by well-known 
parent company. Long term merger possibilities 
and expansion ahead. 


4 Price now 16%. Has over 50 major sales depart- 
ments. Assets over liabilities better than 4 to 1. 
Highly liquid with good-will carried at $1. Earned 
$1.16 last year plus excess profits tax of $2.70 
per share. Should enjoy large volume with $3 
per share and initial dividend likely this year. 


& Price now 28. Book value $39.27 per share. Large 
and essential international enterprise with expand- 
ing manufacturing operations in this country. 
Strong financial position. Stock has sold at 149. 
At current level, it represents interesting capital 
building situation. 


it out. 


10 Stocks Which Offer Substantial Profits 
We Will Tell You When to Buy and When fo Sell 


10 


Put our corps of analysts to work for you. . 
tions, analyze conditions, weigh the possibilities and—once a recommendation 
is made—study daily the action of the security until the time comes to close 


—5 For Longer Term Profit 


Price now 2734. Country’s largest producer of its 
products. Dividends paid since 1912 . . . over 
33 years. Bright 1946 outlook and strong cash 
position with reduced taxes presage earnings in 
line with pre-war average 43% above wartime. 
Present yield 4.3% 


Price now 113%. Has paid dividends continuously 
since incorporation in 1926 . over 1Y years. 
Yield 4.2% Credit exceptionally good. Serves 
growing market in New York State. Earnings 
should now approximate pre-war years. In 1936, 
stock sold at 1934. 


Price 101%. Book value $21.04 with liquidating 
value estimated around $13 a share . . . to be 
enhanced moderately by improved position of 
operating subsidiaries. Popular issue in today’s 
markets. Recommended as a low-priced situation 
for capital building. 


Price now 4434. Recently split-up stock. Fine finan- 
cial strength with cash alone exceeding current 
liabilities. Large reserves for postwar contin- 
gencies. Company boasts of stable earnings and 
consistent dividends. At its new price, it is most 
attractive for appreciation. 


Price now 274%. Sound company which has paid 
dividends since 1909 . . over 36 years. Strong 
financial position bulwarks present dividend. Tax 
rate reduction and interest savings due to recent 
refinancing augurs well for 1946 earnings. Present 
yield 4.5%. 


N ot a special report but the type of service you will receive regularly with all 
recommendations kept under our continuous supervision. 


. let them select profitable situa- 
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Subscriptions to The Forecast 
are deductible for tax purposes. 
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THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 
1 enclose [J $50 for 6 months’ 


(Service to start at once but date from June 1, 1946) 
SPECIAL MAIL SERVICE ON BULLETINS 


subscription; ([] $75 for a year’s subscription. 


MONTHS' Air Mail: a ers sama O $3.00 () Telegraph nda in anticipation of 
one year in . . an anada. important market turning points 
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common stock to $67.13 in 1945 
from a level of $56.92 in 1940, 
weight must be given to the com- 
pany’s long sustained policies in 
building up reserves for depreci- 
ation and revaluation. Through- 
out past years these total re- 
serves covering all classes of 
assets have soared to $145.5 mil- 
lion, equal to about 58% of the 
original figure at which the assets 
were carried on the books. Al- 
though book value is a minor 
factor in stock appraisals the 
figures reveal highly conservative 
auditing practices. All in all, the 
current financial status of United 
is exceptionally strong and war- 
rant predictions that no addi- 
tional steps will become necessary 
to provide funds for the sub- 
stantial expansion planned in the 
current year. 

Earningswise, United Fruit 
has always proved its ability to 
make a_ satisfactory showing, 
though slightly varying in lean 
times, ever since the company 
started business in 1899. Bet- 
ter yet, perhaps, distributions to 
shareholders have been liberal 
and uninterrupted during this 
entire period. Average net for 
ten years past has been $4.70 
and the average dividend rate 
$3.65 per share. 

In noting that 1945 earnings 
of $6.46 per share marked a 
high point during a_ ten-year 
period, it must again be remem- 
bered that the banana business, 
mainstay. of the company, played 
almost no part in achieving this 
record. Nor will gratifying earn- 
ings from chartered ships con- 
tinue to swell revenues for United 
indefinitely. From now on it will 
be necessary to weigh earnings 
potentials closely on a transition- 
al scale as business resumes on a 
more normal basis. Just how this 
will work out in 1946 will depend 
upon the speed with which the 
company’s ships are returned or 
the new ones delivered. Tax relief 
in 1946 will widen profit margins 
to some extent but the trend of 
wages is upward. On the other 
hand, the Government has con- 
tracted to buy the entire availa- 
ble sugar output of Cuba at 3.65 
cents per pound compared with 
3.10 cents paid in 1944. But the 
OPA price ceiling on bananas 
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FAVORED STOCKS FOR NEXT BULL-MARKET PHASES 
A New Study You Can Cash-In On 


During the past few weeks our Analytical and Statistical Advisory staffs have un- 
covered a group of 18 Favored Profit Makers. 

This original Study of 18 Favored Stocks for the next Bull-Market Phases should 
help you get better investment results. Krankly we were surprised at the way these 
18 stocks met all the careful analytical tests of our analysts and statisticians after 
their complete facts were segregated for this particular study. 


At this writing over 50% of the issues in this group sell for under $50. 


Send for these 18 Stocks Favored for the 
Next Bull-Market Phases. 
Mail $1.00 with this ad and your name and address for this important 
study and the list of 18 carefully Selected Stocks. 
At no added cost we will send you the next 3 issues of Poor’s Investment 
Advisory Service, 4 leading guide for thousands of successful investors. 
Offer open to new readers only, 


THIS IS AN OPPORTUNITY YOU SHOULD NOT MISS 


POOR’S INVESTMENT ADVISORY SERVICE 


Issued by Standard & Poor’s Corporation (established 1860) 
345 Hudson Street, New York 14, N. Y 


A795-180 








still stands unchanged at 4.5 
cents per pound. 

Broadly viewed, a bright fu- 
ture appears ahead for United 
Fruit when its new and modern- 
ized facilities come into play to 
permit larger sales and probably 
larger earnings as well. But it 
would seem as if a year or more 
must elapse before these po- 
tentials can become realistic. As 
average earnings for the past ten 
years in relation to the recent 
price of 152 for the shares would 
amount to only 3.1%, and on a 
basis of the record showing in 
1946 would equal only 4.2% 
speculative enthusiasm sparked 
by the coming 3 for 1 split-up 
appears to have liberally dis- 
counted potentials in near-term 
coming years. The investment 
fundamentals of the stock, how- 
ever, are excellent, if holders are 
content with the current 2.6% 
yield and patient enough to wait 
for a possible improvement later 
on. 





Economic Repercussions of 
The Peron Election 





(Continued from page 83) 


result of deficit financing. 
Deficit financing of the propor- 

tions undertaken by the Military 

Governments has already created 


a number of problems in respect 
to the placing of the bonds. Vari- 
ous pension funds and a number 
of autonomous government agen- 
cies such as State Railways, have 
been persuaded to buy them. The 
unexpected nationalization of the 
Central Bank on March 25 is ap- 
parently also connected in one 
way or other with deficit financ- 
ing, for the Government will now 
be in a position to raise the limit 
of the Central Bank’s holdings of 
government securities simply by 
decree. The nationalization was 
accomplished by the seizure of the 
shares hitherto held by private 
banks; the representatives of for- 
eign banks on the board will be 
replaced by Argentine citizens. 


The growth of inflationary 
danger in Argentina has been re- 
flected in the rise of prices and 
the cost of living. Retail prices, 
which as late as August 1944 
were less than 20 per cent above 
the 1939 level, were more than 50 


. . 
per cent higher in December 
1945. The actual rise was ap- 


parently much greater, because 
the retail price index, on account 
of its construction, is not fully 
representative. The wages and 
costs have also been going up 
steadily since the early part of 
1944; up to that time Argentina 
was one of the Latin American 
countries least affected by infla- 
tion. 

















STOCKS 


Experts Favor 


for New Advance 


F , tpn UNITED OPINION 
report, newly prepared, lists 
the 12 issues most recommended 
by leading financial authorities for 
market appreciation. 
Common stock buying advices 
of more than fifteen advisory 
services have been reviewed in 
the preparation of this valuable 
report — obtainable from no 
other source. 


A copy of this exclusive report 
will be sent without obligation. 


Send for Bulletin MW -26 FREE! 
UNITED BUSINESS SERVICE 


210 Newbury St. ~ r Boston 16, Mass. 














Whatever is in store for Ar- 
gentina under the nationalist 
rule, the Argentine-American re- 
lations during the next few years 
will be best served by minimizing 
the political and economic fric- 
tion. There are indications on 
both sides that a more positive 
policy is being adopted. This 
country has recently appointed 
a new Ambassador to Buenos 
Aires. Argentina has been placed 
on the “K” list which means that 
our exporters are now free to 
ship the commodities which are 
not short in supply without ob- 
taining a license to do so. The 
Argentine Government was also 
officially invited to participate in 
the inter-American security sys- 
tem of mutual assistance pacts, 
provided the new government 
takes positive action to implement 
the commitments embodied in the 
Act of Chapultepec, i.e. that it 
will eliminate all Axis influence 
within its borders. This would 
involve the dissolution of German 
cultural organizations and the 
liquidation of German firms in 
Argentina. The nationalists and 
militarists may be quite willing 
to do this; after all their affilia- 
tion with the Axis was based on 
opportunism rather than in any 
particular love for the Germans 
or the Italians. Although not a 
member of UNRRA, Argentina 


promised that it would make all 


116 


its food surpluses available for 
the famine endangered countries 
of Europe. 


The point is that neither the — 


United States nor Argentina can 
quite ignore each other’s exist- 
ence. The Argentine food sur- 
pluses are as essential to us as to 
the rest of the world in prevent- 
ing the calamity of famine which 
could have far reaching political 
consequences. On the other hand, 
Argentina is in bad need of our 
industrial equipment, with which 
she can increase production of 
goods and avert further inflation. 





As I See It! 





(Continued from page 65) 


for it was Japan who enabled 
Russia to turn the tide at Sta- 
lingrad by agreeing not to attack 
Asiatic Russia, enabling Stalin 
to move Siberian troops to bolster 
his crumbling defenses in the 
west. 

The phenomenon of this war 
was the adherence of Russia and 
Japan despite their conflicting 
alignments. This Russo-Japanese 
agreement was said to include a 
division of China between them 
and at the time of Japan’s at- 
tack on the United States, it was 
reported to have been influenced 
by Russian endeavor to turn 
Japan toward the west when Hit- 
ler was appealing to the Japan- 
ese to attack Russia. Although 
Germany was offering Japan 
generous participation of the 
spoils in the Pacific, Russia was 
calling Japan’s attention to the 
legal claim that victorious Ger- 
many was likely to make for the 
possessions of the European 
countries overrun by Hitler and 
encouraged Japan to conquer 
this territory on her own account 
and entrench herself so firmly 
that she could not be removed 
without a titanic struggle which 
Germany would be unlikely to 
undertake after a devastating 
war. 

On such a background it is not 
difficult to understand why Rus- 
sia seeks to upset and disorgan- 
ize General MacArthur’s control 
machinery in Japan and why we 
are standing firm. To do any- 
thing else as far as Russia is con- 





cerned, is to invite chaos. 

It is clear that democracy ; 
at the crossroads and to appeag 
Russia in any way whatever j 
to destroy the possibility of worl 
peace, maybe for generations t 
come. 





Re-casting Status of Utility 
Holding Companies 





(Continued from page 75) 


modest appreciation possibilities 
compared with the present price 
level, but there is no potential 
“leverage.” 

NIAGARA HUDSON 
POWER has done a great deal 
of spade-work in the past two 
years toward completing an i- 
tegration program and improv 
ing the position of its commor 
stock. The company was plagued 
for some time by a quarrel be 
tween holders of Buffalo, 
Niagara & Hudson $1.60 secon 
preferred stock and its own com- 
mon stockholders. The fight re 
volved around the formula to be 
used in apportioning the assets 
of that important sub-holding 
company, which controls about 
half the Niagara system. How 
ever, as the utility market m- 
proved, it became possible to pay 
off the second preferred at the 
call price and dividend arrears. 

The  sub-holding — company, 
now merged with subsidiaries into 
an operating. company, Buffalo. 
Niagara & Electric, has now be: 
come a very valuable equity. 
However, Niagara had to incu! 
a $40,000,000 bank loan and 
may have to sell part or all ot 
the B.N.&E. stock to clear this 
off, particularly if the SEC o 
the Public Service Commission 
require the sub-holding company 
to be divorced. If such sale 
proves necessary, surplus funds 
would doubtless be used to retire 
Niagara’s preferred stocks. Dis 
tribution of Central New York 
Power & Light to common stock 
holders would then permit 
Niagara to dissolve. 


of future potential liquidating> 
value range around $15 and up 
wards. 

NORTH AMERICAN COM: 
PANY has recently filed a new 
It is pro 


plan with the SEC. 
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MEASURABLE WAVES OF MASS OPTIMISM AND PESSIMISM 


AND THEIR EFFECT ON SECURITY PRICES 


What has since been described as 


entire year 


This long term forecast was no brash gamble nor was it based 
mination of years of pioneer effort in the analysis of coming waves of mass optimism and mass pessimism. 


in any m 


easure on 


mere 


(A brand new key to profits in this bull market) 


“one of the most amazing forecasts ever issued” was published by us in December, 1945. 
An integral part of this forecast was an actual chart which attempted to picture, in advance, 


the trend of stock prices for the 


guesswork. It represented the cul- 


The final chart 


for 1946 was the end result of several months of laborious computations of the likely effect of these measurable waves. 


TO LEARN HOW TO CATCH THE SWINGS WHICH DETERMINE 
BULL MARKET PROFITS, STUDY THIS CHART CLOSELY 





' i 
pr fl! EERO 



























































MEASURED BY 

NEw YORK MERALD JANUARY FEBRUARY | MARCH , _ APRIL 

TRIBUNE COMPOSITE AN, nA ap 

AVERAGE OF 100 STOCKS H-+y - - ras : 

< A 
‘anal NS | | VN 
aa at | | ee 
gh i\ er 
| <> y- 
: od me we, - 

a. | ee eee, 

hy amet Pe 4 ot © ee ae 
a : ° ran ea ee xO Tt 
pee Ly are \ I | 
CYCLICAL] FORECAST ‘ | ’ 
Ej 12 19 26 2 3 16 23 2 9 16 2s 3 6 

We can readily understand the reluctance of the average investor to accept the premise that the trend of the market can be forecast accur- 
ately so far in advance. Yet thousands of hard-boiled investors, including Wall Street professionals, have started out with a “show me” atti- 
tude only to become ardent boosters of the STOCK TREND SERVICE. Again and again, we have selected and announced specific ““Key Dates” 
for market swings long in advance and have seen these predictions fulfilled almost to the day. For example: All through the early months 


of last year the STOCK TREND SERVICE advertised April 16th as a 
of the bull market. It is a fact that we lite rally blanketed the 
19445, THE AVERAGES REACHED AN 8YEAR HIGH. Our 


Above we reproduce the first four months of our 1946 forecast, on which 
we have superimposed the actual trend of the market as measured by the 
New York Herald Tribune’s broad composite average of 100 stocks. Note 
particularly how faithfully the variations in the forecast dotted line 
parallel the Herald Tribune average throughout the period. Note also 
how accurately the long-range forecast caught the late January rise and 
the sharp mid-February slump. The forecast specifically pointed to a 
market bottom between February 21st and 25th! Note also the identical 
nature of the predicted’ rise from late February and the actual market 
trend. Incidentally, our confidence in the accuracy of our wave studies 
made it possible for us to publicly take issue with the rampant pessi- 
mism of those days with our challenging and now famous “BEARS 
BEWARE!” advertisement. 


BULLISH SIGNAL ON 


Although it is becoming increasingly difficult to find low-priced issues 
which have not already gone a long way in this four-year bull market 
in discounting favorable fundamentals well ahead, our staff recently 
uncovered an equity—selling under $15—which has an exceedingly strong 
stake in an industry well favored by large trusts and investors gener- 
ally. In fact, this company has shown a profit each year without a 
single interruption since 1929 and dividends have been paid with only 
two omissions in 17 years. 
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As will be seen from the chart above, this 
signal by emerging out of a trading 
tion with volume expanding on the breakthrough. 


chased in 


stantial 


capital 


THIS LOW-PRICED ISSUE 


accordance 


AND NOW — NEW KEY DATES IMPEND 


The market mow is at an important crossroads with fundamental and 
technical considerations at variance. Many investors are waiting for 
two major developments such as (1) a bullish Dow Theory confirmation, 


or (2) a return to the February lows or worse. The average investor is 
confused in the maze of conflicting opinions of financial advisers, un- 
certain international relations, strikes and price controls. Yet at just 


such times as these the Cycles become most useful by showing, as so 
many times they have in the past, what the probable course of stock 
prices will be. 


OBTAIN THIS TRIAL 


To seriously-minded new readers who have not availed 
we extend the following offer: 

(1) Cyclical Forecast for 

(2) Latest issue of our jphort Interest 

in forecasting the 22-point rise which occurred since the 

(3) Chart and analyses of the low-priced Special Situation 


(4) Bulletins of April 30, May 3, 7, 10 and 14. ALL FOR 
All the above, with Stock Trend Bulletins for 6 months, plus 1946 Cycle 


only previously 


All of the above, with Stock Trend Bulletins for one year, 


WHAT OTHERS SAY: 


“IT am impressed by your forthright, unhedged forecast . a : 
—Lt. Comdr. C. W. R. 

“T am ic lk much impressed by the lucid present: ation of facts in your 
7 N 


service —Dr. N. H. M. 


STOCK TREND 


DIV. M-427 


Springfield 3 
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( 


with 
increment, 


equity recently gave a bullish 


range of some four months’ dura- 

In other words this 

appears to be an above-average low-priced opportunity which, if pur- 
our current advices, should result in sub- 

that the next six to eight weeks will 


Thus we again publicly announce 


be one of the most important market periods in 1946—with exceedingly 
significant Key Dates effective now and in May especially. Readers 
planning near-term or longer-term positions in stocks should not be 


without our 


Months fror 
ary 29, 


April and May Cyclical Projections of the probable trend 
as offered herein. 


n now 


you may 
1946—“In closing 


S$ s. 
and 


on Febru- 
amazed I 


be writing to us as did W. 
want to tell you how pleased 


have been in your prognostication of the general rd 


hemselves 


INLY 


plus complete 1946 Cycle Forecast 


SUBSCRIPTION NOW! 
of a 


trial 


April and May, showing important reversal periods. 
Barometer (a technical device 


subscription 


which also proved its 
February lows). 
referred to above. 


Forecast for corresponding ¢ 


to our twice-weekly Bulletin Service, 


accuracy 


“T have been favorably impressed with your service and therefore you 
will find herewith my check in the amount of $57.60 to cover six- 
months’ service via Air Mail.” —F, G. P. 

Massachusetts 














BOOK REVIEWS 





STAR OF THE UNBORN 
By Franz Werfel 
Viking Press 645 pp. $3.00 
This is the last book written by the dis- 
tinguished author of “The Song of Berna- 
dette” and “Forty Days of Musa Gagh”. 
It is a flight of the imagination into a 
world 100,000 years ahead of ours, a world 
which achieved every material hope and 
desire of mankind. The author’s intention 
is to show that without true religious faith 
such a society is little better in essentials 
than our own. In the process of presenting 
his moral the author indulges in much 
speculation concerning God and faith, time 
and the universe. Mr. Werfel considers 
this his greatest achievement. 


THE O.S.S. AND AMERICAN 
ESPIONAGE SUB ROSA 
By Stewart Alsop and Thomas Braden 
Reynal & Hitchcock 237 pp. $2.50 
The public is slowly becoming ac- 
quainted with the initials O.S.S. and of 
that mysterious, thrilling and often single 
handed warfare against the Axis when it 
carried on. ‘This volume, written by two 
former members of the Office of Strategic 
Services tells how the organization came 
into being and narrates some of its hair- 
raising exploits. The book contains a 
mine of adventure stores which Holly- 
wood certainly will borrow, and which 
ill give the reader several evenings of 
heart-pounding entertainment. 


NEW CAREERS IN INDUSTRY 
By John W. Amiss and Esther Sherman 
Whittlesey House 227 pp. $2.50 
“New Careers” is a very handy and 
useful description of the many types of 
occupations in industry which are open 
to young people. The authors describe 
in a very readable style the duties and 
working conditions of a great many jobs, 
such as machinists, toolmakers, die mak- 
ers, patternmakers and various super- 
visory, accounting and engineering posi- 
tions. The educational and _ personal 
qualifications to fill each job are also 
given. ‘The authors are connected with 
the Industrial Education Department of 
the Chrysler Corporation and are com- 
pletely at home with the subject. 


BE YOUR OWN BOSS 
Edited by Popular Science Magazine 
Grosset and Dunlap 190 pp. $1.98 
So many former service men and 
women and just plain civilians wish to 
go into business for themselves that this 
opportune book should find many readers. 
Many different fields are treated and 
helpful suggestions offered. In addition 
the book tells how much capital is needed, 
what experience is required and what is 
the best location for the business one 
chooses. Among the many lines discussed 
are employment agencies, vacuum cleaner 
repair, bee keeping, camera exchange, 
shoe shine parlors, and many others. This 
book should convince the skeptical that 
America is still the land of opportunity. 


CLOAK AND DAGGER 
By Lt. Col. Corey Ford and 
Maj. Alastair MacBain 

Random House 216 pp. $2.50 

This is an almost tnevedins story of 
the Office of Strategic Services, the or- 
ganization founded upon a minute’s no- 
tice by “Wild Bill” Donovan to fight and 
sabotage the Axis behind their own lines. 
Recruits for this dangerous work were 
found among all strata of Americans, 
from the New York slum dweller to the 
socialite and included men of all na- 
tionalities. Unbelievable deeds of daring 
were expected of them and the price of 
failure was the torture chamber and fir- 
ing squad. Their story is now told for 
the first time in a manner so interesting 
that many readers will be unable to lay the 
book down until they have read it through. 


THE FOUR CORNERSTONES 
OF PEACE 
By Vera Micheles Dean 
McGraw-Hill Book Company 267 pp. $2.50 
The well chosen title of this interesting 
book is clarified in realizing that the sub- 
ject discussed is a compendium of the 
four great world conferences. Not only 
are the Proposal of Dumbarton Oaks, the 
Declaration of the Crimea Conference, 
the Act of Chapultepec and the San 
Francisco Charter presented in complete 
textural form, but they are interpreted 
lucidly as well. Students of the world- 
wide drama will discover in this concise 
volume a well of valuable information, 
written most ably. 





posed to retain only Illinois Pow- 
er and Union Electric of Mis- 
sourl, stocks of which will be held 
by a new company, Missouri- 
Illinois Co. Common stock of the 
latter will be distributed share 
for share to common stockholders 
of North American, who, under 
the plan, will also receive a war- 
rant entitling them to purchase 
at not more than $6 a “divest- 
ment unit” comprising 1/5 share 
Cleveland Electric Illuminating 
Co., 1/4 share Wisconsin Electric 
Pwr., 1/5 of one participating 
unit of Washington Rwy. & 
Elec., and 1/10 share St. Louis 
County Gas. In addition they 
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will receive one share of a new 
company which will own all re- 
maining assets. All claims against 
North American by Illinois Pow- 
er will be cancelled. The plan 
has merit and present stockhold- 
ers of North American are justi- 
fied in continued retention with a 
view to further developments. 
STANDARD GAS & ELEC- 
TRIC has gone through a long 
period of tinkering with its in- 
tegration plan. Some half dozen 
changes were made and_ the 
matter then became involved in 
the courts, but a final settlement 
now seems within sight. Instead 
of receiving a package of cash 













and securities, the bonds will 
paid off entirely in cash frop 
proceeds of a bank loan. Thp 
company will then revise its plan 
to divide the portfolio betwee 
the first preferred and the second 
preferred stocks. The second pre 
ferred, which is a high-leverag 
issue, enjoyed a sensational ad- 
vance last year from around 2}; 
to the recent high of 5144. Som 
estimates of liquidating value rap 
as high as $100 but these appar. 
ently fail to take into account the 
possibility that the substantial 
amount of cash saved by redeen- 
ing the bonds may become a bor 
of contention between the first 
preferred, second preferred an( 
common stockholders. 
UNITED LIGHT & RAIL 
WAYS controls two sub-holding 
companies, Continental Gas 4 
Electric and American Light 
Traction. A good deal of work 
has already been done to improv 
the system set-up, including dis 
solution of the top company— 
United Light & Power—integra- 
tion of subsidiaries, etc. Some 
senior obligations have been re 
tired recently through a sizabk 
bank loan, part of which will lk 
















paid off through sale of tle 
important subsidiary, Columbu 
& Southern Ohio Electric. Futur 
dissolution of American Light § 
Traction will further improve th 
picture. Eventually, the SE( 
may lift the present $1 limitatio 
of the common dividend, whic 
would improve the market pos: 
tion of the stock. Further appre 
ciation possibilities, perhaps 1) 
or 15 points, might eventuate. 





Answers to Inquiries 
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(Continued from page 102) 


taxes, amounted to $680,360) 
equal to 82 cents a share com 
pared with $474,055 or 57 cent 
a share earned in 1944. Indice 
tions are that earnings will i 
crease only moderately durii 
the current year but annual divi 
dend of 50 cents is expected t 
continue. This is a relativel 
small company in its field b 
products are well advertised ail 
and the longer term prospet 
appear favorable. 
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How much more inflation this year? 


A searching discussion of the 
near-term inflation risks for men 
of substantial wealth by one of 
the country’s oldest and most 
conservative investment counsel 
organizations... 


The broad impetus behind the stock market during 
recent months has been the dread of inflation and 
what it may do to one’s money. 

It is apparently very easy to fall in line with the 
inflationists as long as the stock market is rising. 
But when the market has a sharp break as in February 
(20 points—largely in 5 sessions) the tune is quickly 
changed. Then, there is going to be no inflation! Mr. 
Bowles is a demon! The price line is to hold and 
profits to all but vanish! 


Outlook for Prices and Profits 


What is the cold, unemotional outlook for prices and 
profits for the balance of this year and looking into 
1947? Unbridled inflation—spiralling profits—another 
50 or 100 points on the Dow-Jones average as some 
are predicting? Or quite the reverse? 

Admittedly, no one can provide a mathematical 
answer to this disturbing question. With a view to 
arriving at the most likely possibilities in our present 
controlled economy and formulating what seems in 
the circumstances to be sound investment procedure 
for the investor of substantial wealth who is primarily 
interested in preserving it, the American Institute of 
Finance—with characteristic care and penetration— 
has freshly surveyed the economic scene with especial 
consideration to the inflation threat. 

The Institute’s studied conclusions are embodied in 
anew 5-page survey just issued to our management 
clients throughout the U. S. whose investments aggre- 
gate many millions of dollars. 


Not of Interest to Speculator 

This survey does not contain lists of bargain stocks 
such as endlessly provided by the tipster services, will 
prove of scant interest to those intent upon scalping 
profits regardless of the market’s level—nor to board- 
room oracles who know all the answers but the last 
one. We would prefer that they not send for it. 

But to banks, insurance companies, investment 
trusts, endowed institutions, corporations and individ- 
ual investors with a minimum capital of $50,000 inter- 
ested in safeguarding their funds in the late stages 
of one of the longest bull markets on record the 
Institute’s latest study may perhaps be worth weigh- 
ing against the welter of confused, superficial and 
constantly changing opinion. 


J e 
Institute’s Inflation Survey 
Such surveys are ordinarily issued only to clients 
Whose investments are under our supervision or sub- 
scribers to our Special Letter Service (issued about 
once a month—$250 annually). Copies of our inflation 
survey are being made available at a nominal charge 


of $3.00 to cover the cost of handling—and to dis- 


courage purely curiosity requests. 


American Institute of Finance 
137 Newbury St., Boston 16, Mass. 





$3.00. 
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Send your latest survey—“How much more 
Inflation this year?”—for which I enclose 
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The handling of money 
after 4 years of rising prices 


Without the customary fanfare and exploitation, the 
American Institute of Finance has been conducting for 
many years a serious, conscientious and conservative 
personal supervisory and investment management 
service for substantial investors interested in the in- 
telligent handling of their money. 


We would be the last to suggest that we are in- 
fallible, possess superhuman omniscience, or have a 
magic formula for getting rich quickly via the stock 
market. But, clients whose account have been under 
our continuous supervision during the past 10 years, 
or longer, apparently feel that the Institute has been 
providing a valuable Service. : 


We do try to take a realistic view always, whether 
during the frenzy of 1929, when stocks were ridicu- 
lously over-valued, or under the pronounced gloom of 
such a period as the winter and spring of 1942, when 
stocks were so obviously under-valued. 


We have not allowed intense pessimism to blind us to 
unusual investment opportunities, nor intense opti- 
mism to deter us from selling and developing liquid 
funds. 


We always have been—and always expect to be— 
conservative. 


In directing the handling of a good many millions of 
investment funds through three eventful decades, we 
have learned that there is nothing more important 
than so conducting one’s self as to be certain to have 
plenty of cash to use when stocks are on the bargain 
counter. 


That does not mean selling every security at the top 
just before the market goes crashing down. It does 
mean selling gradually on strength after a substantial 
advance, having more liquidity the higher the market 
goes, and an abundance of cash available when periodi- 
cally we run into real investment opportunities. 


After a lifetime of experience we are convinced that 
there is no other course so profitable. 

No one who has had any experience in the stock mar- 
ket will make the mistake of thinking he can catch the 
top. 

If we can only remember that the fruits of a bull 
market lie in what we have to show when the move- 
ment ends! 


The Institute is now providing personal supervision 
for a substantial number of individual and institu- 
tional clients in virtually every state in the U. S. on 
accounts ranging from modest sums to several million 
dollars, with fees based upon the size, character and 
individual requirements of each account. 


We will never make extravagant statements regard- 
ing what we have done or expect to do. 


In the future, as in the past, we shall be guided by 
the same exacting and unflinching standards, the same 
challenging and critical approach, the same insistence 
upon conservatism that has characterized our work 
for the past twenty-seven years. 


We are confident that these methods and policies will 
bring by far the best results in the long run. 





AMERICAN INSTITUTE OF FINANCE 


137 Newbury Street, Boston 16, Mass. 


INVESTMENT SUPERVISION - FINANCIAL 
MANAGEMENT INDIVIDUALS 
INSTITUTIONS - ESTATES 


Conservative accounts—ranging from $50,000 to 
several million dollars—supervised or 
managed on a fixed fee basis. 





















A Special Offer 
If You Have 
$100,000 or More 


\¢ ithout obligation, we offer to prepare a 
confidential preliminary analysis of your invest- 
ment portfolio if it exceeds $100,000 in value. 


This report will comment frankly on its diver- 
sification, income and will designate your least 
favorable issues with reasons for selling. 


This offer is made to responsible investors who 
are interested in learning how Investment Man- 
agement Service might apply specifically to 
their personal holdings and objectives. We shall 
quote an exact fee for annual supervision of 
your account and tell you our qualifications for 
serving you. 


The thorough and informative nature of our 
preliminary analyses is clearly shown by the 
comments of investors who have taken advan- 
tage of this invitation: 


From California—'‘In all my experience as an ex- 
ecutive secretary for twenty years I have never run 
across your superior in the way you have considered 
my situation and am favorably impressed.” E. D. B. 


From Massachusetts—"Y our preliminary report re- 
garding my investment portfolio was received. I 
examined your analysis very carefully and with much 
interest. Your comments and the wisdom of using 
investment counsel sound very reasonable.’’ A. M. 


From Nebraska—‘| wish to thank you for your re- 
port. You covered the subject thoroughly.” G. V. 


From New York—"'| am in receipt of your valuable 
Preliminary Analysis of my holdings, for which I 
thank you. I had not contemplated that you would 
make such a really admirable report regarding my 
portfolio.” H. A. 


From Ohio—"Thank you for your immediate reply, 
including a preliminary analysis of my portfolio, I 
can honestly say that I am impressed by this report.” 
DD, Bah, 


From Oklahoma—‘Your Preliminary Analysis re- 
ceived and it seems to be what I am looking for. I 
am going to take this service and I intend to follow 
it.” O. A 


From Pennsylvania—"Your Preliminary Analysis 
of my inventory of capital investments received. I 
wish to thank you for presenting it in such an excel- 
lent and comprehensive manner.” N. J. 


From Texas—‘| am in receipt of your Preliminary 
Analysis of my stocks. I gave you a big job and you 
gave me a thorough report and I thank you.” H. T. 


From Virginia—“I am much impressed with your 
report which evidences that you have given thought 
and gone over my portfolio in a thorough and 
painstaking manner which pleases me very much. I 
recognize the soundness of your reasoning and of 
the suggestions made.” F. W. 


Just tabulate your securities, giving the amounts 
and purchase prices so we can consider the tax 
aspects of any changes. State your objectives so 
our advice can be as pertinent as possible. 


All information will be held confidential. This 
offer does not obligate you to enroll—but under 
today’s manpower conditions it is not open to 
mere curiosity seekers. 


INVESTMENT MANAGEMENT SERVICE 


A division of THE MAGAZINE OF WALL StrEEY. A background of thirty-nine years of service. 


90 BROAD STREET 


NEW YORK 4, N. Y. 
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